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FOREWORD 

The first essential to efficient admi~istration of any enterprise is 
full knowledge of its present make-up and operation. Without 
full and complete information before them, as to existing organiza
tion, personnel, plant, and methods of operation and control, 
neither legislators nor administrators can properly perform their 
functions. 

The greater the work, the more varied the activities engaged in, 
and the more complex the organization employed, the more impera
tive becomes the necessity that this information shall be available-
and available in such a form that it can readily be utilized. 

Of all undertakings, none in the United States, and few, if any, 
in the world, approach in magnitude, complexity, and importance 
that of the national government of the United States. As Presi
dent Taft expressed it in his message to Congress of January 17, 
1912, in referring to the inquiry being made under his direction 
into the efficiency and economy of the methods of prosecuting 
public business, the activities of the national government .. are 
almost as varied as those 01 the entire business world. The opera
tions of the government affect the interest of every .person living 
within the jurisdiction of the United States. Its organization 
embraces stations and centers of work located in every city and 
in many local subdivisions of the country. Its gross e:,<penditures 
amount to billions annually. Including the personnel of the mili
tary and naval establishments, more than hal f a million persons 
are required to do the work imposed by law upon the execu
tive branch of the government. 

" This vast organization has never been studied in detail as one 
piece of administrative ntechanism. Never have the foundations 
been laid for a thorough consideration of the relations of all of its 
parts. No comprehensive effort has been made to list its multifari
ous activities or to group them in such a way as to present a clear 
picture of .. hat the government is doing. Never has a complete 
description been given of the agencies through which these activi-
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ties are performed. At no time has the attempt been made to study 
all of these activities and agencies with a view to the assignment of 
each activity to the agency best fitted for its performance, to the 
avoidance of duplication of plant and work, to the integration of 
all administrative agencies of the government, so far as may be 
practicable, into a unified organization for the most effective and 
economical dispatch of public business." 

To lay the basis for such a comprehensive study of the organiza
tion and operations of the national government as President Taft 
outlined, the Institute for Government Research has undertaken 
the preparation of a series of monographs, of which the present 
study is one, giving a detailed description of each of the fifty or 
more distinct services of the government. These studies are being 
vigorously prosecuted, and it is hoped that all services of the gov
ernment will be covered in a comparatively brief space of time. 
Thereafter, revisions of the monographs will be made from time 
to time as need arises, to the end that they may, as far as practicable, 
represent current conditions. 

These monographs are all prepared according to a uniform plan. 
They give: first, the history of the establishment and development 
of the service; second, its functions, described not in general terms, 
but by detailing its specific activities; third, its organization for 
the handling of these activities; fourth, the character of its plant; 
fifth, a compilation of, or reference to, the laws and regu1ations 
governing its dperations; sixth, financial statements showing its 
appropriations, expenditures and other data for a period of years; 
and finally, a full bibliography of the sources of information, offi
cial and private, bearing on the service and its operations. 

In the preparation of these monographs the Institute has kept 
steadily in mind the aim to produce documents that will be of direct 
value and assistance in the administration of public affairs. To 
executive officials they offer valuable tools of administration. 
Through them, such officers can, with a minimum of effort, inform 
themselves regarding the details, not only of their own services, but 
of others with whose facilities, activities, and methods it is desir
able that they should be familiar. Under present conditions ser
vices frequently engage in activities in ignorance of the fact that 
the work projected has already been done, or is in process of exe
cution by other services. Many cases exist where one service could 
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make effective use of the organization, plant or results of other 
services had they knowledge that such facilities were in existence. 
With the constant shifting of directing personnel that takes place 
in the administrative branch of the national government, the exis
tence of means by which incoming officials may thus readily secur~ 
information regarding their own and other services is a matter of 
great importance. 

To members of Congress the monograph should prove of no less 
value. At present these officials are called upon to legislate and 
appropriate money for services concerning whose needs and real 
problems they can secure but imperfect information. That the 
possession by each member of a set of monographs such as is here 
projected, prepared according to a uniform plan, will be a great 
aid to intelligent legislation and appropriation of funds can hardly 
be questioned. 

To the pUblic. finally. these monographs will give that knowledge 
of the organi~ation and operations of their government which must 
be had if an enlightened pUblic opinion is to be brought to bear 
upon the conduct of governmental affairs. 

These studies are wholly descriptive in character. No attempt 
is made in them to subject the conditions described to criticism. 
nor to indicate features in respect to which changes might with 
advantage be made. Upon administrators themselves falls respon
sibility for making or proposing changes which will result in the 
improvement of methods of administration. The primary aim of 
outside agencies should be to emphasize this responsibility and 
facilitate its fulfi1lment. _ 
• While the monographs thus make no direct recommendaIions 

for improvement, they cannot fail greatly to stimulate efforts in 
that direction. Prepared as they are according to • uniform plan, 
and setting forth as they do the activities, plant, organization, per
sonnel and laws governing the several services of the government. 
they will automatically, as it were, reveal. for example, the extent 
to which work in the same field is being performed by different 
serviceli. and thus furnish the information that is essential to • 
consideration of the great question of the better distribution and 
coOrdination of activities among the several departments, estab
lishments. and bureaus, and the elimination of duplications of plant, 
orpoization and work. Through them it will also be possible to 
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subject any particular feature of the administrative work of the 
government to exhaustive study, to determine, for example, what 
facilities, in the way of laboratories and other plant and equipment, 
exist for the prosecution of any line of work and where those 
facilities ate located; or what work is being done in any field of 
administration or research, such as the promotion, protection and 
regulation of the maritime interests of the country, the planning 
and execution of works of an engineering character, or the collec
tion, compilation and publication of statistical data, or what differ
ences of practice prevail in respect to organization, classification, 
appointment, and promotion of personnel. 

To recapitulate, the monographs will serve the double purpose 
of furnishing an essential tool for efficient legislation, administra
tion and popular control, and of laying the basis for critical and 
constructive work on the part of those upon whom responsibility 
for such work primarily rests. 

Whenever possible the language of official statements or reports 
has been employed, and it has not beet! practicable in aU cases to 
make s~ific indication of the language so quoted. 

7321 
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THE 
BUREAU OF INTERNAL REVENUE. 

ITS HISTORY, ACTIVITIES, AND 
ORGANIZATION 

CHAPTER I 

HISTORY' 

The Internal Revenue Service is a branch of the Treasury 
Department whose duties are. in the main. confined to the collec
tion of all federal taxes other than those levied on imports and 
to the enforcement of certain regu1atory laws pertaining to the 
sale of alcoholic liquors and narcotic drugs. the manufacture of 
white phosphorus matches. etc. 

The Bureau of Internal Revenue is the most important fiscal 
agency of the national government. During the fiscal year 1923 
it collected $3.208.158.308 or 78 per cent of the ordinary receipts. 
Its importance as a fiscal agency has greatly increased during 
recent years, the proportion of ordinary receipts raised by means 
of internal taxes having increased from 41 per cent in the fiscal 
year 1909 to 47 per cent in 1912. to 53 per cent in 1914. to 60 
per cent in 1915. to 66 per cent in 1916. to 73 per cent in 1917. to 
89 per cent in 1918. to 83 per cent in 1919. to 81 per cent in 1<)20. 
to 8a per cent in 1921 and to 78 per cent in 1923. A statement show
ing the customs receipts. internal revenue receipts. and total ordi
nary receipts for each year beginning with 1792 is given on pages 
244 to 346. The receipts from internal revenue taxes in the fiscal 
year 1920. in which this source yielded the largest revenue, were 
almost nine times the total ordinary receipts for the fiscal year 
1909. On account of the large debt resulting from the World 
War, it is not likely that the importance of the Buru.u of Internal 

, In this histol'J the se,.....a\ tax measo ..... are ....... idered merely as they 
ha, ... all«ml the administnatioa ODd orpniatioa of the BIIftaII of Inll:mal 
Revenue. No a""mpt is made to write a histor}' of intem:aI _tioa. 
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" Revenue, as a source of income, wiu be materially less for many 
years. 

The office of Commissioner of Internal Revenue was created 
by the act of July I, 1862 (12 Stat. L., 432), which imposed a new 
class of taxes in order to provide additional funds needed by the 
government as a result of the Civil War. While the organization 
is generally referred to as the Bureau of Internal Revenue or the 
Internal Revenue Service, neither of these terms is specifically 
authorized by law. While there are in several laws incidental 
references to the "Bureau" or "Bureau of Internal Revenue," 
all powers and duties are conferred upon the Commissioner, and 
the organization is built up from the powers conferred on him. 
The official designation carried on the pUblications and letterheads 
of the organization is "Office of Commissioner of Internal 
Revenue," which is the term used in the act of July I, 1862. 

Post Revolutionary Period, 1791-1803. The first period in which 
internal taxes were used for the support of the government 
exfended from 1791 to 1802. These taxes were on distilled spirits 
(March 3, 1791), carriages (May 8, 1792), retail dealers in dis
tilled spirits, refined sugar, and snuff (June 5, 1794), property 
sold at auction (June 9, 1794), snuff mills (March 2, 1795),legal 
instruments, bonds, etc. (July 6, 1797), and direct tax on real 
property (July 9 and 14, 17gB).' The tax on snuff was in effect 
only from September 30, 1794. to March 3, 1795, when it was 
succeeded by a tax on snuff mills. The tax on snuff mills was 
collected only to June I, 1796, it was suspended three times during 
this period and finally repealed by the act of April 24. 1900. The 
direct tax on property was levied only once during this period. 
The total tax levied was $2,000,000, apportioned among the states 
as provided by the Constitution .. This act provided for a progres
sive tax on dwellings and the lot on which erected according to 
value, and a tax of fifty cents on every slave. The amount of the 
tax on dwellings and slaves was to be deducted from the sum 
apportioned to each state and the remainder assessed upon land. 
All of the remaining internal taxes were repealed by the act of 

'The dates given are those of the first act relating to the particular tax; 
there were later amendmeota to practically all the acta. 
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Apri16, 1802 (2 Stat. L., 148), which went into effect on June 30 
of that'year. 

The first internal revenue act, that of March 3, 1791 (I Stat. 
L., 202), on distilled spirits, provided for the creation of fourteen 
revenue districts, one for each state, and the appointment of.a 
supervisor in each one for the collection of the taxes. The act also 
authorized the subdivision of the revenue districts into inspection 
districts. The President was authorized to fix the salaries of the 
supervisors and inspectors, with the proviso that the aggregate 
salaries should not exceed 7 per cent of the taxes co\1ected and in 
no event to be more than $45,000. 

One result of the tax on distilled spirits was the .. Whiskey. 
insurrection" in Western Pennsylvania in 1794. The ultimate 
outcome of this insurrection was to demonstrate that the fedetal 
government could command sufficient power to enforce its laws. 
While the tax was not of great importsnce as a fiscal measure, it 
had far-reaching political consequences. 

The act of July 9. 1798 (I Stat. L., S8o), set up machinery for 
the valuation of lands and dwellings and the enumeration of slaves, 
but did not levy the tax. Each state was divided into divisions 
consisting of sevetal counties, and a commissioner was provided 
for each division. The commissioners for each state, acting as a 
board, divided the state into assessment districts, appointed asses
sors, and made regulations. In addition there were surveyors of 
the revenue, appointed not by the commissioners, but by the super
visors. The assessment lists were turned over to the surveyors, 
who enumerated the slaves, kept a record of new buildings. c0m

puted the tax, and delivered the statement of taxes due .. to the 
persons who may be appointed to receive the same." 

Collectors of internal revenue were first authorized by the act 
of July 16, 1798 (I Stat; L., S99), levying a direct tax. These 
colleclOrs were appointed by and subordinate to the supervisors, 
they were fiscal agents only, and did not have the duties and powers 
of the present colleclOrs, who combine in one office the work of 
supervisors and collectors under the acts of 1791 and 1i98- This 
act did not provide any central supervising agency, the direction of 
the district supervisors apparently being left to the Secretary of the 
Treasury. About a year later, on May 8, 1;>92. there was created 
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" the office of .. Commissioner of the Revenue" to take the place 
of the assistant to the Secretary of the Treasury (I Stat. L., 280). 
A general stamp office, in charge of a superintendent of stamps 
was created by the act of April 23, 1800 (2 Stat. L., 40). This 
officer was in charge of the stamped vellum, parchment, and paper 
used for the paper taxed under the act of July 6, 1797, and later 
laws amending this act. . 

The act of April 6, 1802, which abolished the internal taxes, 
also abolished all offices having to do with them. It provided that 
the office of superintendent of stamps be discontinued on April 
30, 1802, 'and that the duties of that officer should be performed 
by the commissioner of the revenue until such times as all the out
standing taxes were collected or the President should abolish the 
office and transfer its duties to some other officer of the Treasury 
Department. The supervisors and collectors were also continued 
in office until the collection of the taxes should be completed. 

During this period the receipts from customs and internal 
revenue (including the direct tax) and the total ordinary receipts, 
exclusive of postal revenue, were as follows: 

RECEIPTS FROM CUSTOMS AND INTEl.NAL REVENUE, 1792 '10 ISoI 

FiKal ,ear Rec::~:.!~om 
1792 ••••••.... $ 3.443.070.85 
1793 •.....•.•• 4.255.306.56 
1794 .......... 4,801.065.28 
1795 .......... 5.588,461.26 
1796 ......... : 6.567.987.94 
1797 .......... 7.549.649.65 
1798 .......... 7.106.061.93 
1799 .......... 6.610.449.31 
1800 .......... 9,080.932.73 
1801 .......... 10.750.778.93 

I. Jodudinc the direct tu:. 

$ 208.942-81 
337.705·70 
274.089.62 
337.755·36 
475.28g.60 
575.49'45 
644.35M5 
779 •• 3644 

'.543,620·52 
'.sSz.376.8. 

TO::!Ic::.1~~·o7 :!t~rt. 
revenue 

$ 3.669.960·3' 
4.652.923,'4 
5,43'.904-87 
6.119.J34.59 
8'-.329.65 
8,688,780.99 
7.979,'70.80 
7.546.813.3' 

10.848.749-10 
12.945.455·95 

War of 18a Period, 1813 to 18'7. The War of 1812 again made 
it nec;essary to have recourse to internal taxes. and the following 
were levied during this period: Refined sugar. carriages, distillen. 
sales at auction (July 24. 1813), direct tax. license tax on retail 
liquor dealers and retailers of foreign merchandise. bank notes. 
legal instruments (August 2. 1813). distilled spirits (December 
21,1814), manufactured articles, household furniture. and watches 
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(January 18. 1815). gold. silver. and plated ware and jewelry 
(February 27. 1815).' 

The taxes on manufactured articles. gold. silver. and plated ware 
and jewelry werj! abolished by the act of February 22. 1816 (3 
Stat. L .• 254) ; the taxes on household furniture and watches were 
abolished by the act of April 9. 1816 (3 Stat. L •• 264); all the 
remaining taxes were abolished by the act of December 23. 1817 
(3 Stat. L .• 401). which took effect on December 31. 1817. The 
act of August 2. 1813 (3 Stat:L .• 53). reviving the direct tax. 
provided for a single levy of $3.000.000 which was apportioned 
not only by states but by counties. The act of January 9. 1815 
(3 Stat. L .• 164). levied a direct tax of $6.000.000 for 1816 and 
every year thereafter; this act was repealed by the act of March S. 
1816 (3 Stat. L .• 255). and a tax of $3.000.000 was levied for 1816 
only. 

As internal taxes had not been levied for over ten years it was 
necessary again to create machinery for their collection. The act 
of July 22. 1813 (3 Stat. L .• 22). which supplied machinery for 
the collection of the direct tax and the eXcise taxes but did not levy 
the tax, provided for the division of states into collection districts 
and the appointment of a collector and principal assessor in each 
district. Two days later. on July 24. the office of commissioner of 
the revenue was revived (3 Stat. L., 39). This officer was placed 
in charge of the collection of the direct and internal taxes. and 
the Secretary of the Treasury was authorized to transfer the col
lection of customs duties from the comptroller to the commissioner 
of the revenue. The several acts levying excise taxes provided that 
returns should be made to the collectors authorized by the direct 
tax act of July 22. 1813, and the act of August 2. 1813 (3 Stat. L., 
Sa). provided that these collectors should also collect the excise 
taxes. The collectors under these laws had practically the same 
duties as at present. 

With the discontinuance of the internal taxes by the act of 
December 23. 1817 (3 Stat. L .• 401). the office of commissiOllCl' 
of the revenue was abolished after December 31. 1817. aDd the 
offices of collectors were abolished after the outstanding taxes had 
been collected. 
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From 1814 to 1818 the receipts from customs and internal 
revenue (including the direct tax), and the total ordinary receipts, 
exclusive of postal revenues, were as follows: 

~ECEIPrS PIIOM CUSTOM. AND INTERNAL REvENue, ,8'4 TO ,818 

Receipts from 
Fileal,.ear CUllom. 

,8'4 ..••...••• $ 5.998.772.08 
,8'5 •.•.•.•.•• 7,282.942.22 
,816 ••••••••.• 36.306.874-88 
1817 ••••..•..• 26,283.34&49 
1818 ••••••.••• 17,176.385.00 

I IncludiDI the c1ireet taz. 

To::!~.1~~·:r :::~ft. 
revenve 

$11.,81.710.95 
'5.701l.458.56 
47.745.650.82 
33.366.868.88 
21.585.583.66 

The act of May 29, 1830 (4 Stat. L., 414), established the 
office of " Solicitor of the Treasury," who was also charged with 
such duties pertaining to the office of the commissioner or acting 
commissioner of revenue as related to the superintendence of the 
collection of outstanding direct and internal duties. 

Civil War Period. No internal taxes of any character were levied 
by the United States from 1817 until the outbreak of the Civil 
War, consequently there was no machinery for the collection of 
the additional revenues needed for war purposes. 

Direct Tar of 1861. The first internal revenue act of this period 
was that of August 5,1861 (12 Stat. L., 292), which provided for 
a direct tax of $20,000,000, apportioned among the states, and an 
income tax, in addition to increasing the customs duties on certain 
classes of imports. This act provided for a " Commissioner of 
Taxes" to supervise the collection of the direct tax and income 
tax, a principal collector and a principal assessor in each state and 
territory, and a collector and an assessor in each of the collection 
districts into which the several states and territories might be 
divided by the President. The law provided that each state might 
assume, assess, collect, and pay its quota of the direct tax, and as 
all the loyal states except Delaware had taken this action by the 
second Tuesday in February, 1862, the earliest date fixed for the 
appointment of collectors and assessors, these officers were never 
appointed under this law. The act of June 7, 1862 (12 Stat L.. 
422), provided for the appointment of a board of three tax com
missioners to collect the direct tax in the states in rebellion. These 
commissioners. however, were not to enter' upon their duties or 
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receive compensation until the military authority of the United 
States was reestablished throughout county. parish. or district.' 

Acl of July 1. 1862-TIut Foundation of Ihe Present SyStem. 
The act of July r. r862 (r2 Stat. L .• 432). is the basis of the 
present internal revenue system. both as regards objects taxed 
and organization for collecting the taxes. While changes have 
been made in the details from time to time. internal taxation has 
never reached more subjects and the general organization has not 
materially changed. 

This act was of the most sweeping character. It taxed incomes. 
estates. public utilities. occupations. liquors. tobacco. other specified 
commodities. banks. insurance companies •. and advertisements. 
and provided stamp taxes on certain commercial papers. medicines. 
perfumery. cosmetics. and playing cards. David A. Wells. chair
man of the U. S. Revenue Commission appointed by the Secretary 
of the Treasury in r865. said of the internal tax system of the 
Civil War that" The only principle recognized-if it can be called 
a principle-was akin to that recommended to the traditionary 
Irishman on his visit to Donnybrook Fair •• whenever you see a 
head. hit it: whenever you find an article. a product. a trade. a 
profession or a source of income. tax it."· In the fiscal year r864. 
the first full year in which it was in operation, it yielded $r r6.96s.-
578.26. 

As almost half a century had elapsed since any internal taxes 
had been levied it was necessary to set up an entirely new organi
zation to make the collections. The act created the office of Com
missioner of Internal Revenue. The Commissioner. under the 
direction of the Secretary of the Treasury. was charged with the 
preparation of all instructions and regulations necessary to carry 
out its provisions, and his general duties are the same to-day. 

The first Commissioner of Internal Revenue was George S. 
Boutwell. who entered upon his duties on July 17. 1862. He pro
ceeded vigorously with the organization of the field aod office 

• The enti .... amount 0>11<cted was $'s.J87~76. One slate did not pay 
any part of its quota, and lweI.", states ODd tel'ritories did not pay their 
entire apportion ...... L The last collectiocl was not made until.888. By the 
act of Nard> ... Sg. (06 SiaL 1- 802), the IIMIDe)'S coll<cted were retw'1Ied 
to the states. 

I Recent financial, industrial ODd mmmen:ia\ experieDces of the United 
Slates. p. '7. 
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force, made arrangements for the printing of revenue stamps by 
contract, prepared the regulations, and made the necessary de
cisions and interpretations. Before he had been in the office five 
months he had rendered over one hundred decisions relating to the 
general principles of the law and had made about twice as many 
rulings.' By January I, 1863, the total force employed was 3882, 
divided as follows: 

Field Service 
Collectors and Assessors ....•...••..•.•.••.• J66 
Deputy Collectors ..•• • . • . . . . .• • . . • . . . . . . • .• 898 
Assistant Assessors .•••..••.••.....••.••.••. 2,558 

---3,822 
Administrative 

Commissioner ........... . . . . . . . . . . . . . . . . . . . I 
aerks (male) ...•....•..•••..•...•••.••••.. 51 
aerks (female) ....•.•• . • . • • . . . .• • . . . • • . . . • 8 

60 
Total force •••.••.•••.•••..•.•••••••..•.•.•• 3,882 

The most striking feature of this organization compared with 
the present time was the smallness of the force in Washington. 
During the Civil War 85 per cent of the operations of the Bureau 
of Internal Revenue, including the assessing and collection of 
taxes, the handling of appeals, and punishment for frauds, were 
carried on by the field force consisting of the assessors, assis
tant assessors, collectors, deputy collectors, clerks, storekeepers, 
inspectors, gaugers, supervisors, and revenue agents. 

The President was authorized to divide the country into col
lection districts, which in any state should not exceed the number 
of Representatives, except in California, where the number of 
districts might equal the number of Representatives and Senators. 
The full number of districts authorized by law was established in 
each of the loyal states, the total being I8S.' For each district 

• The decisions and rulings are given in Boutwell's Manual of the direct 
and excise tax system of the United States, 1863. pp. =-283 and 300-362 . 

• The number of districts has been changed by ""rions later acts, at present 
being sixty. five. When first created the districts had the same Dumbers 
as the amgressional districts. As the number of districts was reduced from 
time to time, those abolished were added to those remaining, which retained 
their old number.. This explaw the circumstance that at the present time 
the numbers in each state are not continuous; for instance., in Pennsylvania 
the three districts are known as the rlrst, Twelfth, and Twenty-third. 

The highest nomber of districts was 241 in 1868:. On June 6, 1117~ (17 
Stat. L, 257), an act was passed reducing tbe nnmber of districts to eighty 
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there were provided an assessor and a collector, with the necessary 
assistants and deputies. 

The cornerstone of the internal revenue system of this period 
was the assessor whose duties were as follows: 

I. He superintended the work of his assistants and saw that 
they were properly instructed in their duties, and that they were 
supplied with proper forms, books, and stationery to carry on 
their work. 

2. He received and heard all appeals made to him from the 
assessments of his assistants upon their annual lists. 

3. He returned to the collector certified copies of the annual, 
monthly, and special lists. 

4. He was required to keep his office or principal place of busi
ness open at all hours, for the hearing of appeals by parties who 
voluntarily appeared before him. 

S. He issued summons to all persons who refused or neglected 
upon notice to make required lists or returns or who were sus
pected of making false, fraudulent, or understated returns or valu
ations, and required such persons to produce books and give testi
money, and in case of disobedience he made application to the 
proper authority for a warrant of attachment. 

6. He was authorized to enter in the day time, any brewery, 
distillery, factory, or other place or building where articles of 
property or objects of taxation were made, produced, or kept, 
and to examine the premises and property and to inspect the 
acc:ounts. 

7. He approved the accounts of his assistants, which he duly 
certified to the collector, who was authorized upon this certificate 
to pay them. In case any assessor negligently approved an im-

on JanllU7 " .873: this "",umon liner took effed, as the sectioo proYidinc 
for it .... repealed by the act of Doc:rmber ..... 872 (17 SIaL L, 04D3). 
The act of Ausust IS. .a,6 ('9 Stat. L, 152), ""''''''''' the DUmber of 
districts to '3', and the act of Mardi 3. .Bn ('9 SIaL L, 303). further 
""''''''''' them to .. 6. On June as. .81\), President Arthur by Enalti .... 
order "",uc:ed the Dumber of districts to eicbty-two. Several later orders in 
.&'i3 and .1184 incroased the Dumber til eichry-fi..... On M87 ". 1887, Presi
dent Oe.eland by Enc:n~ orci<s' ""''''''''' the Dmnber of districts to 
~ Various chaIIKCS betwem .887 and '9'4 brought the DQIIIbor of 
districts llI' to sixty-sevUL By tbe act of July 16. 1914 (JIl StaL L, 475), 
the Dumber .... limited to silery-four. Tbe act of Mardi ... 19Z3 (Public 
4!15. Si,..,...seftDth eo...r-), lUtborialed an adcIitioDal district.. 



10 THE 'BUREAU OF INJ',ERNAL REVENUE 

proper or exorbitant account, the amount of the payment was 
deducted from his compensation. 

8. He was required to advertise in some newspaper published 
within his district and to post a written or printed notice in at 
least four different public places within each assessment district 
that the assessment lists were open to inspection, the period allowed 
for such examination being fifteen days. 

While the assessor was responsible for the proper enforcement 
of the internal revenue laws of the Civil War period in his district, 
nevertheless the burden of carrying out the provisions fell heavily 
upon the assistant assessor. This officer was supposed to Inake 
himself familiar with the subdivisions of the various districts to 
which he was assigned. He was supposed to have a knowledge of 
all taxable persons and products and to Inake out monthly and 
annual assessments on proper forms which were forwarded to the 
assessors. In the assistant assessor was vested the authority to 
enter any home or upon any premises and make any necessary 
examination of taxable property, and likewise to examine books 
and ax:counts of persons rendering returns. He was supposed to 
be well informed as to the various provisions of the law and keep 
in touch with the assessor so as to receive instructions pertaining 
to important decisions. Like .the assessor, his duties were onerous, 
and frequently ve:y unpleasant. 

Each person, firm, corporation or association liable for internal 
taxes was required to make an annual return to the assistant as
sessor on or before the first Monday in May. There were also the 
monthly return!\, quarterly and special returns of Inanufacturers, 
and returns for distilleries. The lists were to contain every 
article or object subject to tax. The annual income was to be 
included in the annua1list or return. 

In case of failure by any person to make out the proper list, 
the assistant assessor was authorized to Inake the list from the 
inforInation obtainable, and if the owner consented to such lists 
and verified it by his signature, he was exempt from any penalty. 
However, if he refused, the owner was liable to a 50 per cent 
increase in the assessed valuation of all taxable property. 

The offices of assessors and assistant assessors were abolished 
on July I, 1873, in accordance with the provisions of the act of 
December 24,1872 (17 Stat. L., 401). 
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The assessors were paid three dollars a day while employed ill 
giving instruction, five dollars a day while hearing appeals, revis
ing valuations and making out lists, and $1 for every hundred 
names in the tax lists submitted to the collector.' The assistant 
assessor received three dollars per day for every day employed 
collecting lists and making valuations, and an allowance of one 
dollar for every hundred names delivered to the assessor.' 

The collector was essentially a fiscal agent whose duty it was to 
collect the taxes according to the lists submitted by the assessors. 
Within twenty days after receiving his annual list from the asses
sor, the collector gave notice to all tax payers. by newspaper publi
cations and posted notices, that the taxes were due and payable. 
In case of neglect to pay the tax due, the collector was required to 
serve a notice upon the delinquent, either personally or by mail, 
for which he demanded a payment of twenty cents or a travel fee 

• Commissioner Boutwell, in a letter to the Secretary of the Treasury. 
stated that an increase in the pay of assessors was very important if not 
absolutely necessary, as in many cities and populous districts the services of 
co~tent persons had been secured and retained only IlY the .. surance 
that • recommendation for an incr .... in pay would be made to Congresa. 
He pointed out that in many cases the expense of procuring a suitable office 
for the transaction of business and the proper furnishing of it bad consumed 
the entire compensation which the assessor receivecL He recommended a 
basic salary of $1500 per annum and also an allowance for office rent and 
derk hire. Congress acted favorably upon the recommendation, and b)' the 
act of March 3. 186.3 (12 Stal L.. ;:a6), an allowance up to $500 was made 
for the sum actually expended for office rent. with a salary allowance of 
$1500 per year. Tbe Secretary of the Treasury was also authorized to fix 
the rat •• of additional compensation .. be saw fit for the various districts 
in Colorado, Oregon. and certain territories where the expense of tra .. et 
and cost of living were found to be much high.. thaa elsewbere. Tbe 
Commission .. of Internal Revenue was authorized 10 provide the necessary 
derk> for each district In additioo 10 the sa1ary allowance, the act of 
March 3. 186.3. provided for a commission, graduated b)' the amount of 
collections in his district the entire salary and commissions, bowever. not 
to exceed the sum of $Jooo per annum. This timitation was raised 10 
$.1000 in .806 and remained in force until 1872 .. hoo the office of assessor 
was abolished and all duties. books, records, etc.. incidental to !be office were 
transferred 10 the collector's office (I, Stat. L., 41")' 

• Their PI)' was increased 10 $.I a day in 11164 and $J was allowed for .... ry 
hWldred names forwarded to the assessors. Funher increue 10 $5 a dB)' 
was made March 2, IIlCq ( •• Stat. L.. 473). At the ...... time aD allo_ 
of $JOO a )'e&f was made for office rent. and $1 extra for nery day 
when employed outside of the Iown in which they resided. This act also 
allowed twenlJ'·6... _Is for each permit issued to manufacturen of 
cigars, snuff. and tobacco. 
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of four cents per mile according to the nature of the notice. Upon 
non-payment of taxes the collector was supposed to make distraint 
and sale of the goods and effects of the delinquent. In cases of 
distraint the coIIector made a list of the goods or effects distrained 
and advertised the list in some newspaper, and posted a notice in 
the post office within the district stating that the distrained goods 
would be sold in not less than ten or not more than twenty days 
from date of first announcement. 

CoIIectors had the discretionary power to designate, wherever 
necessary, one or more inspectors in each assessment district for 
the purpose of proper enforcement of the revenue laws pertaining 
to distiIIeries (act of July I, 1862; 12 Stat. L., 447). They were 
likewise given authority to appoint acting inspectors, when neces
sary, and a later provision was made for the appointment of assis
tant inspectors (act of July 13,1866; 12 Stat. L., 156). The fore
going inspectors confined their operations to the manufacture of 
distilled spirits. There were also tobacco inspectors appointed by 
the collector in districts wherever necessary, and also inspectors 
for refined petroleum and coal oil. 

As early as 1866 there were 135 inspectors of all classes, and 
within a year this number was increased to 219. Sixty-five changes 
occurred among the various inspectors during the fiscal year 1867." 
In a few years the total number of inspectors had risen to 1099. 
The appointment of these various inspectors was subject to the 
pleasure of the assessor or collector to whom they reported. Their 
compensation was in the nature of a fee which was paid by the 
manufacturer of the package inspected, and was a specified 
amount per gallon, barrel, or pound, varying with the constancy 
of employment. The act of June 30, 1864, gave them a compensa
tion of $4 per day and an allowance for traveling expenses (13 
Stat. L., 224). The fee system was restored in 1866 (14 Stat. L .• 
155)· It was one of the weakest features of the whole internal 
revenue system, and there is no doubt that this method of com
pensation was one of the principal avenues of temptation to dis
honest distiIIers, who were extra generous with "fees" and 
thereby obtained the necessary protection which in later years 
led to the worst frauds in the history of the nation. Further atten
tion will be given this subject in another section of this monograph.u 

11 Commissioner of Internal Revenue. Annual Report. 1867. p. siv. 
a See Whiskey Frauds, page Z1. 
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The collectors were allowed a commission of 4 per cent on all 
money collected up to $100,000, and 2 per ·cent on all money col
lected above that amount, the commissions being limited to $10,000 

except in collection districts embracing more than one congressional 
district." Deputy collectors were to be paid by the collector." -

Acts of 1863 Gnd 1864. The position of deputy commissioner 
of internal revenue was created by the act of March 3, 1863" 
(12 Stat. L., 725), which also authorized the Secretary of the 
Treasury to appoint three revenue agents to aid in the prevention, 
detection, and punishment of fraud upon the revenues" and fixed 
the salaries of the assessors. 

D Later thange. in the method of tompensation of tollettor. were as 
followa: The act of June JOo .864 ('3 Stat. L., 23'), provided for the pay
ment of a .alary of $1500 per annum, and in addition a commission of 3 per 
eont on the first one hundred thou.and dollar .. of • per eont upon all sums 
exceeding one hundred thousand dollar. up to four hundred thousand 
doUar .. and one-half of • per eont on all .ums above four hundred 
thousand doUars. The act of March 3, .865 ('3 Stat. L., 469), further 
amended the above provisions by limiting the one-half of • per eont com
mission to collections up to one million dollars upon which amount and over 
the commission was one·eighth of I per cent. The aet of March I, 
.879 (OIl Stat. L., 3>9), further amended the method of compen.ation to 
collectors by fixing the minimum salary at $2000 per annum where the 
annual colltttions amounted to twenty-five thousand dolla .. or I.... The 
maximum limit of salary which any colltttor was allowed to receive was 
fixed at $4soo per annum, which maximum was allowed only in such 
cases where the collection. amounted to one million dollars or upward. 
No further change wa. made until '9'0. when the act of February 24 (40 
Stat. L., 1140), provided that" the salari .. of coll<ttors may be readjusted 
and increased under IUch regulations as may be prescribed by the Com
missioner, subject to the approval of the Sttretary, but DO cnlltttor shall 
receive a salary in excess of $6000 a year." See p. .78 for p",seDt method 
of fixinc salaries. 

DIlq>Uty collectors were paid in this manner until the passage of the 
act of Marth I, 1879 (OIl Stat. L., 3'19), which provided that their com
pensation should be fixed by the Sttretary of the Treasury, on the recom
mendation of the Commissioner of IDteroaJ Revenue, and paid by the 
United States. 

• Later pro\~sions for deputy commissioners were as followa: The ad of 
July Il, .&i6 (14 Stat. L.. 170), provided for ~ depoty commissioners; 
the act of January 89. .1Ii4 (.8 Stat. L., 6), reduced the Dumber tn two; ill 
1876 (19 Stat. L., lSI) the DUmber was again reduted to one. In._ 
(JI Stat. L.. 103) an additionaJ deputy was authorized, and ill 1913 (JII 
Stat. L.. .So), a third was provided. The act of February 24. '9'9 ( .... 
Stat. L.. 1140), provided for fi.e depoties, which is the number at ..
(1923), 

• The DUmber .... iIltr<Ued by sevenJ later adS. The act of Marth 6, 
1872 (17 Stat. L., 241), plated their appoin_t ill the Commissioaer of 
Internal Reven .... who was also ciTat authority'to fix their saJarin. 
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On June 30, r864 (13 Stat. L., 223), a new law relating to 
internal taxes was enacted. Many of the rates were changed and 
additional taxes imposed, but there were no marked changes in 
organization or administration. The most important change of 
administrative importance was the one providing for the payment 
to the collectors of a salary of $r 500 and in addition a commission 
of 3 per cent on the first $roo,ooo, of 1 per cent on collections 
from $roo,ooo to $400,000 and ·of one-half of r per cent on collec
tions above $400,000. The number of revenue agents originally 
provided by the act of March 3, 1863, was increased to five. 

Revenue Commission of 1865. The act of March 3, r865 (r3 
Stat. L., 469), made still further changes in the rates and objects 
taxed, but made no alteration in methods of administration except 
to limit the commissions of collectors to one-eighth of I per cent on 
all collections over $1,000,000. The number of revenue agents 
was increased to ten. In response to the many objections voiced 
against the excise taxes, Congress authorized the appointment of 
a commission by the Secretary of the Treasury, the law reading as 
follows: 

That the Secretary of the Treasury is hereby authorized to 
appoint a commission, consisting of three persons, to inqnire and 
report at the earliest practicable moment upon the subject of rais
ing by taxation such revenue as may be necessary in order to supply 
the wants of the government, having regard to and including the 
sources from which such revenue should be drawn, and the best 
and most efficient mode of raising the same, and to report the form 
of a bill; and that such commission have power to inquire into the 
manner and efficiency of the present and past methods of collecting 
the internal revenue, and to take testimony in- such manner and 
under such regulations as may be prescribed by the Secretary of 
the Treasury. 

The Revenue Commission was organized in June, r865, with the
following members: David A. Wells, Stephen Colwell. and 
Samuel Snowden Hayes. Thirteen special reports and a general 
report dealing with both customs duties and internal taxes were 
made by this commission. It is not within the province of this 
monograph to discuss the criticism on the objects to be taxed, 
but the following recommendations from the general report regard
ing methods of organization are worth noting, as many of them 
are as pertinent to-day as they were over a half a century ago. 
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In regard to the Internal Revenue department, the commission 
have no allegation of fraud to present; but at the same time are 
constrained to say that, in point of organization and administra
tion, it is very far from what it should be. In proof of this, they 
have but to cite the opinion of the late Commissioner, before 
referred to as concurred in by the commission, that if the law, 
as it now stands could be fully and effectually executed, the 
receipts from it would not fall short of $500,000,000 per annum; 
or, in other words, that a complete administration of the law 
would justify wiping out more than one-half of the excise tax 
from the statute-book.· If we admit the truth of this statement, 
even in an approximate degree, the commission might here rest 
their argument in favor of the necessity of reorganization. They 
will, however, brieRy call attention to some of the leading imper
fections of the present system. 

One of the most prominent of these is a lack of power and 
authority in this department to control itself, especially in the 
matter of expenditures. In regard to this latter, the law itself 
allows but little discretion; and what little there is, is vested in 
officers of the Treasury Department, who. although they may be 
the most faithful and vigilant guardians of the public moneys. 
have little or no experience in connection with the collection of 
internal revenue. or practical knowledge of its workings. It there
fore, undoubtedly, often happens that in an honest desire to pre
vent the waste of public money, a small sum may be saved at an 
expense of one of much greater magnitude. 

Thus. as illustrations of this character brought to the notice 
of the commission. they might cite cases where vigilant officers, 
who have devised plans at slight expense for simplifying ret\lrns. 
or detecting fraud. have been obliged after the government has 
adopted their recommendation. and been benefited by their ser
vices. to have the sma1I expenditures thus incurred deducted from 
their salaries--. course equivalent. in fact. to offering a premium 
for contin\led inefficiency and want of method. Again: officers 
who have been dWliled on special service. and have performed 
such service. bringing back thousands of dollars to the treasury. 
have had their accounts for small expenditures. even when ap
proved by the Commissioner. disallowed or reduced by the auditing 
officers. The commission would not be understood as intending 

• Tbus • committee of the A"""atiOD of Joomo,.,.... Boot and Shoe
mann of tho cil7 of N.w Yor!<. in • rftum to the commission, esti_te the 
vatue of tbo boot and shoe industry in that cil7 .. being $16.867.- per 
annum. Deducting ~ per cent. from this 10 relftS<lll the ezemptiaas of 
$ ..... 10 .. ch Manufacturer. allowed by Ia ... and foe oftreSti_ta, the 
amount of reftllue wbich _ht 10 loa.,., aa:rued to the ..,-..-t from 
this SOUIU, under the 6 per =t manufacturine" tax, _Id be $s06.0m. 
wbi~ the amount a<tnaJ1y CIOIlected .... less tha.a $I ......... 

-S-3 
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to censure the auditing officers for the course pursued by them, as 
it was undoubtedly in strict accordance with the law; but they 
would say that they do not think it is for the interest of the govern
ment or the country to allow the revenue system to be curtailed of 
its usefulness, either by reason of such laws, or by any special 
interpretation placed upon them. 

Another cause of imperfection in the internal revenue system is 
undoubtedly due to a limitation in the number of highly competent 
and responsible officers, and to the inadequacy of the salaries paid 
to them. Starting less than four years since with one Commis
sioner and one clerk, the business of the internal revenue has in
c_reased to such an extent that probably it now exceeds in magnitude 
the entire Treasury Department previous to the war, and is at 
present receiving more money every quarter than the whole annual 
revenue of the government prior to 1860. The amount of mailable 
matter which leaves the office is reported to average one and a half 
tons daily. 

With all this labor and responsibility, the internal revenue is but 
a bureau of the Treasury Department, and, with the exception of 
the Commissioner, deputy commissioner, and cashier, no provision 
has been made for clerical assistance independent of the depart
ment. 

With the present organization of the office, the commission 
believe that no one man can be found mentally or physically com
petent to faithfully discharge all the duties devolving upon and 
expected from the Commissioner; while the clerk in charge of the 
division of accounts is required to possess as high an order of 
qualifications, and to perform more intricate, responsible, and 
laborious duties than any employee of any private firm or corpora
tion in the country. The salary of the former of these officials is 
now fixed by law at $4000 per annum, and that of the latter at 
$1800. . 

The operations of the internal revenue, and also of the customs, 
affect the character of nearly every industrial and moneyed inter
est in the country; and all experience has shown that great num
bers of designing persons are ever on the alert to take advantage 
of imperfections in the law, and of the inexperience of officials, 
to evade the law and defraud the government. 

The only counter-check, therefore, for government to rely upon 
is the integrity, faithfulness, capacity, and experience of its agents; 
and for the government to endeavor to procure and retain the 
services of men competent to discharge responsible trusts at less 
salaries that is paid by leading hanks, or private mercantile firms 
or corporations, will not only, probably, be impossible, but will 
result in very poor economy. 

The system under which drawbacks are allowed on products of 
American industry exported from the country which have previ-
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ously been subiected to excise is also represented as being very 
imperfect and complicated, and as presenting an obstacle to the 
resuscitation and development of our trade with foreign nations, 
impaired by the events of the last four years. 

With the adoption, however, of the policy recommended by the 
commission, viz: of removing the excise from nearly all products 
of industry, many of these difficulties will undoubtedly be obviated. 

The present system of the allowance of moieties of forfeitures 
and penalties to informers is also undoubtedly exercising a very 
demoralizing influence. In a mere pecuniary point of view, how
ever, no expenditures of the government probably produce so large 
a return, both direct and indirect, as flow from the distribution of 
these moieties, and so long as the present organization of the 
revenue is retained the commission find it difficult to devise a 
better arrangement. 

Attention should also be called to the fact that the chief business 
of the office of the internal revenue at Washington, and the chief 
depository of its records and papers, are located in a building 
which is not fire-proof, and that at any moment the whole machin
ery of the department is liable to be thrown into great confusion, 
WIth the infliction of irreparable losses, by reason of circumstances 
against which there is now no adequate provision. 

But an imperfection in our whole re"",nue policy more serious 
and radical than any yet adverted to, and which affects alike both 
the customs and the excise, is that of making the appointment, 
retention, and promotion of officers of the revenue dependent on 
other circumstances than qualifications of good behavior. So long 
as this policy prevails-a policy never adopted by any private 
firm or corporation baving a due regard to their own interests, 
and one entirely ignored by all the leading states of Europe--. 
thoroughly effiaent and economical administration of the revenue, 
coupled with the education of a competent corps of officials, can
not reasonably be expected. Under the present system, inspectors 
of spirits have been appointed who were entirely ignorant of the 
hydrometer and disregarded its use; and inspectors of tobacco, 
who require to be instructed as to the nature of the different vari
eties of this article when manufactured, previous to entering upon 
the discharge of their duties. 

The commission are also informed that efforts for the removal 
of competent officers have, in some instances, undoubtedly been 
made for the sole reason that in the faithful discharge of their 
duties they have interfered with the private interests of wealthy 
and influential individuals. 

The commission consider it imperative that some action should 
be speedily taI.."'eD by Congress on this subiect; and that the necessi
ties of the country should override any advantages that now may 
acaue in the distnDution of patronage in the revenne department 
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of the government. Good men, honest, competent, and efficient, 
should be sought out and placed in all the posItions requiring tact, 
skill, and judgment, and on such salaries as will enable them to 
live and continue honest; they should, moreover hold their situa
tions by such assured tenure as to induce application and faithful
ness. Thus would the government have the benefit of experience, 
every year growing more and more valuable. 

To remedy th~ imperfections of the existing revenue system, 
which the commission have thus briefly alluded to, an entire 
reorganization of the whole machinery and policy of its admin
istration seems necessary; but, before offering any suggestions 
on the subject, they would call attention to some of the peculiarities 
of the administration of the British revenue. 

The leading features of the British administrative system con
sist in placing the customs and excise under the charge of separate 
and distinct boards of commissioners, each consisting of five mem
bers and a secretary. To each is also attached a law officer of great 
ability and large salary,* which are respectively known as the so
licitor of the customs and solicitor of the excise. To these separate 
boards of commissioners (which the commission understand it is 
now contemplated to unite) very large powers are intrusted to 
make and amend the regulations under which the revenues are to 
be assessed and collected; and in respect to the appointment of 
all subordinate officials, who, before receiving such appointments, 
are required to undergo strict examinations as to education, busi
ness qualifications, health, and moral character. No distribution 
of moieties of fines and forfeitures to informers is allowed, but the 
boards of commissioners are empowered, at discretion, to pay for 
information, to distribute rewards, and to promote in office for 
good service. 

Superannuated and faithful officers are also allowed pensions on 
retirement from office. To such an extent, moreover, is the Briti,h 
revenue, in all its departments, divorced from party and politics, 
that all officers and employees of the revenue are even deprived 
of the right of suffrage while in service, though otherwise qualified ; 
while it is understood that no influence on any part of any member 
of parliament, or even of the chancellor of the exchequer, will 
avail for the securement of an appointment under the revenue, 
unless the candidate receive, at the same time, the approval of a 
majority of the board of commissioners, under whose supervision 
his duties are to be discharged. The consequence of this is, that 
the administration of the British revenue law is constantly improv
ing, while frauds and defalcations on the part of the officials are 
rarely, if ever, heard of. 

• The salary of the solicitor of cu.toma i. booo ($.0,000 io gold), ond 
the appointment i& for life. 
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The responsibility of the collection, preparation, al!d publication 
of statistics of British revenue, trade, and commerce-to the 
accuracy and clearness of which we would bear testimony-is 
divided between the respective boards of commissioners and the 
board of trade. The decision of all law points connected with the 
revenue, and the publication and legal inforcement of the same, 
appear to devolve upon the respective revenue solicitors. 

Whether a plan analogous to the British system, as thus pre
sented, could be advantageously carried out in detail in the United 
States, and whether the same would be in all respects in accordance 
with the spirits of our institutions, is a question upon which the 
commission are not prepared to express an opinion, but they have 
no doubt that some of its leading features must form the basis of 
any sound national revenue policy. 

In proposing a plan of change, however, they would suggest that 
the work of a reorganization should commence in the office of the 
Secretary of the Treasury itself. This office, with the exception 
of that of the Executive, is now undoubtedly the most responsible 
and important of any under the government; and the position of 
its occupant, as respects the future condition of the country, is not 
unlike that sustained by the commander-in-chief of the army during 
the most critical period of the W&r'-Q position in which the nation 
cannot afford to allow any risks of mIstakes in judgment. With 
far more power than is intrusted to the British chancellor of the 
exchequer, or the French minister of finance, the office of the 
Secretary of the Treasury is at the same time, by long usage and 
custom, m many respects merely clerical. He is called upon, at one 
hour, as a member of the cabinet. to participate in the decisions of 
grave political questions, and in the next to decide upon the trans
actions of his lowest subordinate. Intrusted with the supervision 
of the expenditure of hundreds of millions annualll' he is also the 
final arbiter for the settlement of the most insignificant disburse
ments. It is also the assumed privilege of nearly every individual 
in the country to address him on all subjects connected with either 
public or private interests; and courtesy and usage derdlnd that, 
m all instances, a reply of some nature should be given. The 
demands thus made at present upon the time and attention of the 
Secretary of the Treasury are wholly inconsistent with a proper 
consideration of these great questions of finance submitted to his 
decision. upon the wise determination of which the future wdfare 
of the nation is inevitably dependent. To impose. therefore, any 
subordinate and trivial duties on this great officer of state is both 
to degrade his office and to imperiI the financial interests of the 
country. 

The business of the Treasury Department as at present c0n
stituted, may be c1a:ssiIied under three heads: First. the collection 
of the revenue; second. the supervision of its expenditures; and, 
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third, the management of the public debt and the national currency. 
The commission would suggest that the first of these-the collec

tion of the revenue-be transferred from the immediate responsi
bility of the Secretary of the Treasury, and, subject only to his 
general supervision, he placed under the charge of a new officer, 
subordinate only in rank and in amount of salary to the Secretary, 
who shall be styled the Under-Secretary of the Treasury in Charge 
of the Revenue; and that to this officer should be assigned the 
general oversight and direction of the collection of the revenues, 
and the preparation of an annual exhibit of the condition of the 
revenue, trade, commerce, and industry of the country. 

If it were also allowed to the Secretary and the Under-Secretary 
of the Treasury to participate, on the floor of the House of Repre
sentatives, in a\l debates on revenue questions, the business of 
legislation might, probably, be greatly facilitated. 

The commission would also propose that, in connection with this 
new department of the Treasury, there should be appointed a 
commissioner of the customs, and a commissioner of the excise: 
with a solicitor of the customs and a solicitor of the excise; and that 
these five officers should constitute a board, to be known as the 
board of commissioners of the revenue, of which the U nder
Secretary of the Treasury should be the chairman. 

To this board should be referred the determination of all rules 
and regulations relating to the collection of the revenue; the ex
penditures to be incurred in respect to the same; the management 
of a\l revenue processes at law; and the distribution of all moieties, 
received from forfeitures and penalties, in reward for good service 
and for valuable information. 'They would also propose that no 
subordinate officer of the revenue should receive a commission 
until his qualifications for the proper discharge of his duties had 
been examined into and approved of by the board of commissioners. 

In the departments of the commissioners of customs and exClse, 
they would further propose that each of the leading sources of 
revenue be recognized as a division of the revenue, and that the 
same be placed in charge of an officer, to whom the inc~tive of a 
permanent position and a good salary should be offered as an 
inducement for the attainment of a thorough acquaintance with, 
and efficient management of, his special trust. 

This plan, which the commission have merely presented in out
line, seems to them susceptible of being carried out in a manner 
which would remedy nearly all the imperfections of the present 
system, and greatly conduce to the best interests of the country; 
and if, in the judgment of Congress, it may seem expedient, and 
sufficient time be allowed for a careful study and examination of 
the whole subject, the commission will be prepared to submit a 
bill in accordance with the above suggestions. 
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If Congress should concur in the opinion that a reorganization 
of the revenue system, either according to the plan proposed, or 
some other, be expedient, the commission recommend that the 
change should be made as soon as practicable, especially before, in 
the Internal Revenue department, custom has developed into rou
tine, and usage has acquired, through time, the binding effect of law. 
It required the best efforts of the most enlightened ministers of 
finance in France (Count Mollier, the Marquis d' Audiffret, and 
others) for thirty or forty years to replace the cumbrous and awk
ward system of finance which prevailed in that country at the 
commencement of the present century with the existing system 
which is now acknowledged to be one of the best, if not the very 
best, in Europe. It ought also to be borne in Inind that no revenue 
system, its details, can or ought to be considered permanent. As 
resources develop, as forms of industry and commerce modify or 
change. and as revenue receipts, from particular sources, increase 
or diIninish, the rate of taxes and the method of assessing them 
will need to be correspondingly modified. To prepare the bases 
for such changes by legislation would seem to require that the 
industry. commerce. and the revenue of the coun~ should be 
made the subject of special and continued study and mvestigation 
by some competent persons. 

The commission feel certain such labor, properly executed, 
would be of immense service. if not indispensable, to Congress. 

The discharge of such service, however, does not seem to properly 
devolve upon congressional committees, to whom should be assigned 
the duty of examining and passing judgment, rather than of 
preparing material and digesting statistics. 

The commission. therefore. woold commend this subject to the 
special attention of Congress. and recommend that some arrange
ments for continued inquiry and investigation, of the nature in
dicated. should be provided for. either in connection with or 
independent of the regular administration of the revenue. 

In the meantime. in order to provide for a more perfect admin
istration of the law in certain respects, the commiSSIOn present the 
following forms of bills, which they would recommend to the 
attention of Congress: 

First. A form of bill authori%ing the Secretary of the Treasury 
to appoint, in such one or more collection districts as he may deem 
advisable, "solicilors of lit, rt't'nltU,» who shall discharge the 
duties, now d~loping on Unikd States district attorneys, in all 
cases relating to frauds or violations of the rew:nue laws. 

The commission belie\"e that the experience of the last three 
years, in the administration of the intemai ~ue, warrants the 
adoption of such a measure. In the British system this pIan has 
been found to work \"ery advantageously. 
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" Secondly. A form of bill, authorizing the Secretary of the 
Treasury to appoint officers, to be known as supervisors of the 
revenue, who shall discharge such general and specific duties as 
are therein enumerated. 

Thirdly. A form of bill, authorizing commissioners of the courts 
of United States, under certain circumstances, to take cognizance 
of cases of forfeitures and frauds committed under the revenue 
laws of the United States, and to give judgment in respect to the 
same, in accordance with the laws, subject to appeal to the district 
courts of the United States." 

Period between Civil and Spanish American Wars. In the fiscal 
year 1866 the collections of internal revenue amounted to over 
$310,000,000, which was the high point in internal taxation 
until 19II. 

ReorganizattoK of 1866. Prior to 1866 the only positions specifi
cally recognized by law in the office of the Commissioner of 
Internal Revenue were the Commissioner, the deputy commissioner, 
and a cashier, all of the clerical assistance being drawn from the 
force assigned to the Secretary of the Treasury. The act of 
July 13, 1866 (14 Stat. L., gS), reduced many of the internal 
revenue taxes and provided a definite personnel. There were 
authorized two deputy commissioners in addition to the one already 
provided, a solicitor, seven heads of division, thirty-four clerks 
of class four ($1800), forty-five clerks of class three ($1600), 
fifty clerks of class two ($1400), thirty-seven clerks of class one 
($1200), fifty-five female clerks ($goo), five messengers ($700), 
three assistant messengers ($700), and fifteen laborers($600). 
This made a total personnel of 256 .{or the Washington office 
compared with sixty on January I, 1863. This act also required the 
tax on fermented liquors to be paid by stamps and marked the 
beginning of the stamp tax on alcoholic liquors. 

Special Commissioner of the Reve" .. ,. In addition to creating 
additional administrative positions, the act of July 13, 1866, also 
provided for the appointment by the Secretary of the Treasury of 
a .. Special Commissioner of the Revenue" whose office was to 
terminate four years from June 30, 1866. It was the duty of the 
special revenue commissioner 

To inquire into all the sources of national revenue, and the best 
methods of collecting the revenue; the relations of foreign trade 

• Report of a commissioa appointed for • rerisioa of the revenue IJitem, 
.866, pp. 46-SL 
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to domestic industry; the mutual adjustment of the systems of 
taxation by customs and excise, with the view of insuring the 
requisite revenue with the least disturbance or inconvenience to 
the progress of industry and the development of the resources of 
the country; and to inquire, from time to time, under the direction 
of the Secretary of the Treasury, into the manner in which officers 
charged with the administration and collection of the revenues per
form their duties. And the said special commissioner of the reve
nue shall from time to time report, through the Secretary of the 
Treasury, to Congress either in the form of a bi\1 or otherwise such 
modifications of the rates of taxation or of the methods of collect
ing the revenues, and such other facts pertaining to the trade, in
dustry, commerce, or taxation of the country, as he may find, by 
actual observation of the operation of the law, to be conducive to 
the public interest; and, in order to enable the special commissioner 
of the revenue to properly conduct his investigations, he is hereby 
empowered to examine the books, papers and accounts of any 
officer of the revenue, to administer oaths, examine and summon 
witnesses, and take testimony; and each and every such person 
falsely swearing or affirming shall be subject to the pena1ties and 
disabilities prescribed by law for the punishment of corrupt and 
wilful perjury; and all officers of the government are hereby re
quired to extend to the said commissioner all reasonable facilities 
for the collection of information pertinent to the duties of his office. 
And the said special commissioner shall be J?Ilid an annual salary of 
$4000, and the traveling expenses necessarily incurred while in the 
discharge of his duty; and all letters and documents to and from 
the special commissioner relatilll!i to the duties and business of his 
office shall be transmitted by mall free of postage • 

. The Secretary appointed Mr. David A. Wells, who had been 
chairman of the Rnenue Commission under the act of March 3, 
IS6S, Special Commissioner of the Revenue. Mr. WeDs made 
four annual reports and his investigations cover almost every 
aspect of the financial, industrial, and monetary diSOl'ders induced 
by the war. 

LJgisWiort fro- 1861 1o 1883. The act of March 2, 1867 (14 
Stat. L., 471), further reduced the internal taxes, but made no 
changes in methods of administration except to increase the salaries 
of assistant assessors. The ne.'tt act, that of July 20, 1868 (IS Stat. 
L., 12S), detoted entirely to distilled spirits and tobacco., developed 
the stamp ~'CS on liquor and tobacco to practically the method 
under which they are used at present. By this time these taxes lad 
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become the backbone of the system of internal taxes, and additional 
officers were authorized to enforce the provisions of the law. 

As a further aid to the CommisSioner of Internal Revenue in 
the prevention of fraud upon the government and to assist in the 
enforcement of the collection of taXes, the Secretary of the Treas
ury, on recommendation of the Commissioner was given authority 
to appoint twenty-five supervisors of internal revenue, who were 
assigned to certain districts usually consisting of one or more 
judicial districts and territories. 

Each supervisor was charged with the enforcement of all laws 
and regulations relating to the collection of internal taxes. He 
was supposed to examine into the efficiency of all officers of 
internal revenue within his district; to examine persons, books, 
papers, accounts, and premises and to administer oaths and to sum
mon any person to produce books and papers, and had the power 
to compel compliance of summons such as rested in the assessors. 
Supervisors were expected to report in writing to the Commis
sioner of Internal Revenue any neglect of duty, incompetency, 

. delinquency, or malfeasance in office of any internal revenue officer 
within his district. Supervisors were given power to transfer 
from one collection district to another any inspector, storekeeper, 
or gauger within their respective districts and were-also given power 
to suspend from duty any storekeeper, inspector, or gauger." 

Section 50 of the act of July 20, 1868, gave the Commissioner 
of Internal Revenue authority whenever in his judgment the 
necessity of the service required, to employ not exceeding twenty
five detectives for duty under the direction of any supervisor 
of internal revenue or for such special duty as he may have deemed 
necessary." 

or By the act of June 6, .872 (17 Stat. L, 24'), the number of super
visors was reduced from twenty-five to ten, and the power of appointment 
which had rested in the Secretary of the Treuury was vtsted in the 
Pre..ident, subject to tbe confirmation of the Senate. The ad of August .s. 
.876 (19 Stat. L, 152), abolisbed th •• e offic:e9, and the powe .. of transfer 
and suspension which had been conferred on the supervisors were traru
ferred to the Commissioner of Internal Revenue, and .11 other powers to tbe 
collector •. 

.. Tbe designation • detective. of internal revenue· was abolisbed by the 
ad of J nne 6, .872 (17 Stat. L. 24'), which amended Seetion SO of the act 
of July 20, .868, appointing detectives, by strikinc out the word • detec
tive" and substituting the word agmL 
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As a further aid to the Commissioner of Internal Revenue to 
prevent frauds, the Secretary of the Treasury was authorized, 
by the act of July 20, 1868, upon the recommendation of the as
sessor of the district, to appoint internal revenue gaugers. These 
officers were appointed and assigned to duty in the various col- . 
lection districts under the supervision and direction of the collectors. 
It was their duty to determine the number of gallons of distilled 
spirits produced and drawn into casks or containers to be put upon 
the market by the various distillers, and to make record by marks, 
brands, and stamps upon the casks or containers and also upon 
reports which they were required to submit. The act provided 
for the payment of these officers by fees, which were fixed by the 
Commissioner. The fees were limited to $3000 a year. The act 
also provided that the fees of gaugers were to be paid to the col
lector at the close of each month'by the firm or person for whom 
the gauging was done. The collectors in tum paid the gaugers for 
their services.-

The same act also provided for the appointment by the Secretary 
of the Treasury of storekeepers who were assigned to distillery 
warehouses. Storekeepers were paid at the rate of four dollars . 
per day, excepting in a certain number of instances when upon 
the recommendation of the collector the pay of storekeepers was 
made five dollars per day. 

From time to time further reductions were made in the internal 
taxes, and the act of March 3, 1883 (22 Stat. L., 488). repealed 
all the internal taxes with the exception of those on tobacco pro
ducts. distilled spirits. and fermented liquors. and on dealers in 
these commodities. 

During this period there were also some changes in administra
tion. The act of March 6, 1872 (17 Stat. L., 241), increased the 
number of revenue agents to twenty-five, reduced the number of 
supervisors of internal revenue to ten, and provided that gaugers 
should be paid by the government and not by the firm for which the 
gauging was done. An important change was _de by the act 
of December 24, 1872 (17 Stat. L., 401), which abolished the 
office of assessor and transferred his duties to the collector, whose 

• The lee systom of payirqr p".ers was cbarqrod in 1872 (17 Stat. L., 
aJ8). and ftom that,..... OIl the p".ers were paid by the ... _ 
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" duties then became practically what they are to-day. The decrease 
in the business of the office resulted in the number of deputy com
missioners being reduced to two in 1874 (18 Stat. L., 6), and to 
one in 1876 (19 Stat. L., 151). The act last cited also abolished 
the supervisors of internal revenue, transferred their powers of 
transfer and suspension to the Commissioner and all otber powers 
to the collectors, and provided that at small distilleries the positions 
of storekeeper and gauger could be filled by one person. The num
ber of districts was reduced to 131 in 1876 (19 Stat. L., 152), and 
to 126 in 1877 (19 Stat. L., 303). In 1879 (20 Stat. L., 329) the 
number of revenue agents was increased to thirty-five, provision 
was made for the payment of the salaries of deputy collectors by 
the government, and a change was made in the collector's salaries 
by fixing the minimum at $2000 if the annual collections were 
$25,000 or less and the maximum at $4500 if the annual collections 
amounted to $1,000,000 or more. This provision for collectors' 
salaries remained in force until the passage of the act of February 
24,1919 (40 Stat. L., II40). 

Following the reduction in collections as a result of the repeal 
of all the internal taxes except those on manufactured tobacco, 
distilled spirits, and fermented liquors, influential people of the 
country, including many legislators, appealed to President Arthur 
to exercise his prerogative and reduce the number of districts by 
Executive order, which authority was given him under Section 3141 
of the Revised Statutes .. This authority does not, however, carry 

. any power to increase the number of districts. No doubt, President 
Arthur was very much in sympathy with the idea because in his 
annual message of December 4, 1882, although he made no recom
mendation regarding the reduction of internal revenue districts, 
he did mention the reduction of the number of employees and 
further reduction of interna1 revenue taxes. 

It is doubtful whether the Commissioner of Interna1 Revenue 
or the SecreCary of the Treasury was in great sympathy with the 
contemplated move to reduce the number of districts. There is 
no record of any communication in the files of the Secretary's office 
or in the Department of State where all original copies of Executive 
orders are retained. We must assume, therefore, that President 
Arthur reduced the number of internal "revenue collection dis-
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tricts to eighty-two by the Executive order of June 25. 1883. upon 
his own initiative.-

On June 30. 1883. five days after the President had issued the 
first executive order. he modified it upon recommendation of the 
Secretary of the Treasury and increased the number of districts 
to eighty-three; again on October 13 and Decem1>er 5. 1883. he
modified his previous orders and fixed the number of districts at 
eighty-four. 

Whisk,y Frauds. 1864 1o 1875. One of the most serious prob
lems confronting the officers of the Bureau of Internal Revenue 
from its very inception was that of fraud and evasion. Scarcely 
six months had elapsed from the date on which the first law went 
into effect when Congress passed the act of March 3. 1863 (12 
Stat. L .• 737). to prevent and punish frauds upon the revenue. 
and directed the solicitor of the treasury to assume general super
vision over the measures for their prevention and detection and for 
the prosecution of persons charged with the commission thereof. 
No . special appropriation of any money to defray expenses was 
made. excepting that the Secretary of the Treasury was authorized 
to employ and assign not more than three additional clerks to the 
office of the solicitor of the treasury. The first definite appropria
tion for this purpose was made by the act of July 25. 1868. when 
$45.000 was provided for detecting violators of the law and bring
ing them to punishment. Frauds and evasions continued to a de
plorable degree. especially in cases wbere tbe tax rates, as on 
tobacco and whiskey. were excessive. Persons engaged in other 
branches of business and all departments of industry who paid their 
taxes honestly were astounded at the magnitude of the frauds per
petrated by dishonest distillers who had as their tools government 
officers to aid them in their evasion of the tax on their products
The period of the whiskey frauds extends from 1864 to 1875. and 
the amount of re\'eIlue lost to the government during that period 

• This assumption Is somewhat substantiam! by the followinc utrac:t 
from an oditorial which appeuod in the NftII Y .... TribooM. Friday. J- .. 
1883: -I .. Washincton dispatches to TIN Trihu published shortly aI .... 
the adjournment, the fact became Imo .... that inftnential Republiam Sella
ton and R~tat;'es bad ad..isec! the Presiclont to ftd""" the .. amber 
of Intemal Re ...... ue districts 'ftry coasiderably. SiDte that time the __ 
......... baa been f_tly ~ by them _ beth the Presideat and the 
Soaetar, of the Trasnl'J as wise and expedient.. 
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has been estimated by various Commissioners of Internal Revenue 
and students of taxation at from $200,000,000 to $1,000,000,000. 

From 1864 to 1868 the causes of the evasion and fraud may be 
laid to two factors: First, the fee system of paying inspectors; 
second, the extraordinary high rate of two dollars per gallon on 
whiskey, which placed a premium upon fraud and evasion. In 1865 
the cost of grain and labor necessary to make a gallon of whiskey 
was thirty-five cents," and in 1867 and 1868 with the tax of two 
dollars a gallon, whiskey was sold in the open market in the large 
cities at one dollar and fifty cents per gallon: Many honest dis
tillers were forced into bankruptcy, as they could not pay the tax 
and compete with the illicit manufacturers. In many of the 
country districts where the tax was imposed more or less effi
ciently by honest officers, the distillation of spirits almost ceased, 
while in all the large cities the manufacture increased. In the 
city of New York the number of distilleries increased from 
twelve in 1860 to several hundred shortly after the close of the 
Civil War." 

The frauds became so alarming that a special committee was 
appointed by the House of Representatives to investigate them." 
The committee recommended a speedy reduction in the tax on 
distilled spirits, which recommendation was adopted, and the tax 
on whiskey was reduced to fifty cents a gallon by the act of July 
20, 1868 (IS Stat. L., 125). The results of the change were 
astonishing. Receipts increased with surprising rapidity, and 
illicit distillation of whiskey ceased almost entirely. During the 
fiscal year 1868, the last one of the two-dollar rate, the receipts 
were. a little over thirteen millions, while in the following year 
they increased to over forty-five millions." 

The effect of the change in the rate of taxation on distilled 
spirits is illustrated in the following table, which shows the rates 
of the tax, the annual production, and the total receipts from 
1863 to 1870 inclusive: 

.. /I""""" R",...,.. R"""tl, Vol. J, p. 107. 
"/bid .• Vol. 7, P. 91. 
"/bid., VoL 7. p. 91. 
"This includ.. recapto from all sourca, such aa licenses 10 distill ..... 

• Il:, 
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TAXON DISTILLIID SPlain, PaoDUcnON AND R!.CEIPTs, ,863 TO 1870 

PIlCal,e.r T •• pcr Illtoll 
ProductiOQ 

I·Uoaa Receipta' , 
1863 ........ , .... $').30 16,149,954 $3,229.990 
1864 ............. 0.:10 and $0.60 85.'95.391 2lI.431,797 
1865 ............. 1.50 and 2.00 16,936.778 15.995,701 
1866 ............. 2.00 14.599.289 . 29.198.578 
1867 ............. 2.00 14.148.132 28,296.264 
1868 ............. 2.00 6.709.546 13.419.092 
1869 ............. .50 66,450,424 33,225,212 
1870 ............. .sO 770266,368 38.63J,184 

l Receiptl from tax OD dl.tilled, .,trih OD), fram material, other thaD. .pplea. peac:he.. 
or ITIp". and do .. not include rec:aptl from diatillcn' income tax, dealer', UCCQIIC, 
or rtcti6v'. tax. 

The yield of the distillers' special tax, which was only $196,057.37 
in the fiscal year 1868, rose to $4.030.683.33 in the following year 
and to $6.493.974.15 in the fiscal year 1870. or about thirty-three 
times ~er than in the last year of the two-dollar tax on whiskey. 

The country had scarcely recovered from the shock it received 
through the whiskey frauds of 1864 to 1868 when it received 
another in a situation uncovered in 1875. The act of July 20. 

1868, reducing the tax on distilled spirits, also provided for the 
stamp system for collecting the whiskey tax. In 1875 there was 
uncovered a most serious attempt to defeat the revenue stamp 
system whereby the government had been defrauded of millions 
of dollars. That a well-organized band of conspirators known as 
the" Whiskey Ring" existed at the time. is evinced in the follow
ing charge to the jury made by Judge Dillon in the case of 
t'nited States tis. McKee at SL Louis-: 

According to the testimony. this conspiracy originated in 5ep
tenlber. 1871. and. with a brief interval in the fall of 18;2 and 
the early part of 1873. continued until May. 1875. when the distil
leries were seized. and afterwards many of the conspirators arrested 
and indicted. Some of the conspirators have been convicted. and 
others have pleaded guiltr. and the property of some of the dis
till~rs and rectifi~rs has SInce been condemmed as forfeited to the 
United States. A shameful feature in the conspiracy is. that it 
~ms to have originated. not with distillers and rectifiers, but 
with the revenue ~ts of the government. Mr. Megrne testifies 
that he came here m September. 18;1. at the instance of John A. 
Joyce. a revenue ~ to take charge of the iIlepl organizatiOll; 
that the distillers who first went into it were !levis & Frazer. 
Macklot Thompson. and Peter Curran. In 1872 U1ric:i, who had 

-/.,,..., R_ R ........ Vol ... Po 5& 
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first refused to enter it, and who continued to refuse until he saw 
his business ruined by his inability to make " straight" compete 
with" crooked" whiskey, joined the conspiracy. Afterwards other 
distillers-Teuscher, Busby, and the Bingham Brothers-became 
members of the illegal organization. 

The tax on proof spirits was then seventy cents per gallon, and 
the agreement was that this tax should, as far as possible, be 
systematically evaded by removing the spirits from the govern
ment warehouse without the payment of the tax, by undermarking 
the real proof, and by the removal and reuse of stamps once used 
before. One half of these illicit gains, about thirty-five cents per 
gallon, was to be retained by the distiller for his share, and the 
other thirty-five cents per gallon was to be received and retained 
by the revenue officers or other conspirators for their share of the 
unlawful profits. 

These collections from the distillers were made with systematic 
and business-like regularity every Saturday, when the distilleries 
were in operation. The ring had its collector and its disburser. 
The first collector was Megrue; he had an office for the transaction 
of that business. He remained with the organization until the 
fall of 1872, collecting for himself and for his confederates from 
the fQur distilleries named, on an average, as he states, of about 
$2500 per week. Some idea of the magnitude of the fraud may 
be formed from the fact that Megrue admits that his one-fifth of 
less than one-half amounted, in about fourteen months, to the sum 

, of $50,000 or $60,000, showing that during that period the govern-
ment was defrauded at these four distilleries of from $600,000 to 
$800,000. Peter Curran states that he, on his own account, paid 
to the different collectors of the ring, from the first to the last, 
about $60,000 or $70,000. From June, 1873, to August, 1874, 
Fitzroy was the collector for the ring; then Everest and others. 
There can be no doubt that from 1871 to 1875 the government 
was defrauded by this conspiracy, in the single city of St. Louis. 
of revenues to the extent of millions of dollars. No honest di.
tiller who paid the tax upon his productions could continue in 
business in competition with the dishonest who were systematically 
evading the tax. 

It seems astonishing that a conspiracy so enormous in its pro
portions, and which was depleting the revenue of such vast sums, 
should so long remain undiscovered by the uncorrupted officers 
of the government. Some explanation of this is found, however, 
in the testimony in this case. At different times revenue agents 
were sent here or visited here, and it is painful to see that the large 
resources of the conspirators were sufficient to corrupt many of 
these in their turn. In 1872 Brashear, a revenue agent, visited 
this place; $5000 were raised by Megrue and paid to him, and 
that cAme all from Bevis. In 1873, $10,000 were raised from the 
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distillers and paid to the same agent with the knowledge and 
consent of McDonald, the supervisor of internal revenue. and of 
Joyce. the revenue agent. for a false report as to the condition 
of the distilleries in this city. In 1874. $10,000 were raised and 
paid to Hogue, another ~ent. for a like purpose. • 

In the spring of 1875. $10.000 were raIsed by the distillers and 
given to McDonald to be used as a corruption fund in Washington 
to stop threatened proceedings. But this was unavailing. and the 
apprehended seizures and arrests were made. In every instance 
knowledge of the visits of the government agents and detectives 
seems in some way to have been discovered by the conspirators 
in time to enable the distillers to .. straighten up .. before the official 
visitation was made. There is every reason to believe. without 
going beyond the testimony in this case, that the conspiracy here 
was not an isolated one, but only a link in a chain of frauds of 
like character in many states, thus enabling the leading conspirators 
in different places to cooperate with each other in ways and means 
to avoid detection and escape punishment. 

Collerliolt by Coltlmel. 1872-1874. In addition to the ordinary 
machinery for collecting the internal revenue taxes. the extra
ordinary method of collecting by contract was also resorted to. 
Collecting revenue by contract is an ancient method. very sparingly 
made use of, howe\-er. by our government until 1873. The act 
of June 6. 1872 (17 Stat. L.. 256). repealed all laws which provided 
for the payment of moieties to informers. SO far as related to 
internal revenue taxes. but earlier in the same session an amend
ment had been added to the legislative. executive. and judicial 
appropriation bill, which contained a provision so seemingly un
important and of such little significance as to pass without scarce1y 
any notice. The Secretary of the Treasury was empowered to 
employ not more than three persons to assist the proper officers 
of the government in discovering and collecting any money belOng
ing to the United States whenever the same was withheld by any 
person or corporation, upon such terms and conditions as he deemed 
best for the interests of the United States (17 Stat. L.. 6g). 

No compensation was to be paid such persons excepting out of 
the money or propoerty se:ured by them. Neither were they allo-.l 
to make collection of any _y due the government without 6rst 
making application in the form of a sworn statement addressed 
to the Secretary of the Treasury, in which they were supposed 
to ~t forth the character of the claim they proposed to recover. 

lS--4 
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If the statement was satisfactory to the Secretary of the Treasury, 
he was empowered to enter into an agreement with the party 
making application to collect the money due the government. On 
June 8, 1872, the Secretary of the Treasury signed a contract 
granting 50 per cent of the gross amount collected to the person 
named in the agreement.-

On August 13, 1872, a similar contract was.made with John D. 
Sanborn of Massachusetts, for the collection of taxes illegally 
withheld by thirty-nine distillers, rectifiers, and purchasers of 
whiskey." In the following October, Sanborn made application 
for a contract to collect taxes, which he alleged were withheld by 
760 persons, in legacies, successions, and incomes. His request 
was granted five days after he made his application. On March 
19, 1873, he applied to have a list of about 2,000 names added to 
his previous contract, which was also granted.- This latter list 
included 350 foreigu residents. On February 3, 1873, the Secre
tary of the Treasury issued the following order to all supervisors 
and collectors of internal revenue: 

You are requested to assist John D. Sanborn, Esq., of Boston, 
in the examination of official records, in reference to such cases 
of alleged violation of the internal revenue laws as he may ask 
for your cooperation. 

Mr. Sanborn is acting under an appointment from me, and may 
need some information from the offices of collectors and assessors 
for the purpose of verifying his claims.-

The Commissioner of Internal Revenue protested against this 
manner of collecting delinquent taxes, stating that the Bureau of 
!nternal Revenue was possessed of a full knowledge of the laws 
relating to the collection of the revenue, that the organization 
contained all the machinery necessary for a full and complete 
enforcement of the law, and that any other method of collecting 
taxes than those imposed upon the Bureau was a reflection on 
the Department charged with that duty. 

The Commissioner's protest was of no avaii, and on July 7, 1873, 
Sanborn was granted authority to collect from 592 railroad com-

:. Congo 1St ses'i., H. rep. 559. p. 4- • Ibid .. p. 2 • 

• Ibid. - Ibid., p. 5. 
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panies alleged to be indebted to the United States .. for taxes upon 
dividends and interest paid upon bonds." 

The Secretary of the Treasury in issuing his orders to the 
collectors and supervisors relative to Sanborn, virtually pla~ 
the entire machinery of the government for the collection of taxes 
at his disposal. It seems that instead of his being appointed to 
IlSsirt in collecting money due the government, the machinery of 
the government was being used to IlSM him. No doubt much 
assistance was rendered because he collected $427,000. 

A resolution was passed on February 13, 1874. by the House 
of Representatives asking the Secretary of the Treasury to trans
mit" copies of all contracts made under authority of the Treasury 
Department, in pursuance to one of the provisions of the legislative, 
executive, and judicial appropriation act of May 8, 1872, and also 
copies of all correspondence relating to the contracts together with 
the amount of money paid under the contracts and by whom and 
under which contract paid." These were referred to the Committee 
on Ways and Means, which reported in part as follows: 

The committee feeling alarmed at the apparent looseness with 
which the law had been administered. were desirous of ascertaining 
where the responsibility rested, where it would seem to belong, 
somewhere in the Treasury Department. They have had before 
them the Secretary, Assistant Secretary Saoryer, and the Solicitor 
of the Treasury. The Secretary gave but little information and 
exhibited an entire want of knowledge as to the manner of making 
the contracts. administering the law or of the provisions of the 
law itself. His only connection. so far as he could remember. 
with these transactions _s in affixing his signature to the various 
papers presented to him as a mere matter of office routine, withollt 
knowled~ of their contents. The Assistant Secretary disclaims 
any particular knowledge of the law and contract and he in like 
manner affixed his signature as a matter of office routine. •.. 
The Solicitor in tum testified ... that he had consulted in every 
instance with the Secretary or Assistant Secretary of the Treasury; 
that he had in aU cases simply ~yed the directions of his superior 
officers, and that the contracts and the various orden of the 
d~partment were well known to the Secretary and the Assistant 
Secretary.-

The committee looked with serious apprehension upon the ap

-1""'-, ... 8. 
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parent attempt of each of these gentlemen to transfer the respon
sibility from himself to others. Nevertheless the investigation 
developed no evidence that either of these officers had been 
influenced by corrupt motives. The transaction is the more singu
lar because the Secretary had been so careful previous to the 
enacting of the law of 1870 in making contracts for collecting 

- revenue from delinquents. The· t1uties of his office were extremely 
arduous, and these contracts were regarded by him at the time they 
were made as small affairs as compared with many others which 
daily engaged his attention. The report also cleared the Com
missioner of Internal Revenue. These contracts were made with
out even consulting the Commissioner and the first knowledge 
this officer had of the law was after the contracts had been made. 

The committee also made it quite evident that a large percentage, 
if not all, of the $427,000 of taxes collected by Sanborn "ere not 
a proper subject of contract under the law, and that these taxes 
should and would have been collected by the Bureau of Internal 
Revenue in the ordinary discharge of its duty. It recommended 
a reperu of the law under which these contracts were made, 
stating that the contractors had been exorbitantly rewarded. 
Congress immediately repealed the law authorizing the collection 
of money by contract. 

OleolMrgarine Tax, I886. The next important piece of legis
lation pertaining to internal revenue was the act of August 2, 1886 
(24 Stat. L., 209), imposing a tax on oleomargarine. The law 
was not primarily designed as a revenue producer, but was passed 
to prevent oleomargarine from competing with butter. The act 
defined butter, and imposed a tax upon the manufacture, sale, 
importation, and exportation of oleomargarine. The rate of the 
tax was two cents per pound, or fraction thereof, while special 
license taxes of $600 were imposed upon manufacturers, $480 
upon wholesale dealers, and $48 upon retail dealers." The tax on 
the imported article was fifteen cents per pound in addition to 
the duty. 

The tax on oleomargarine was imposed through the efforts of 
the House Committee on Agriculture, which in recommending 
passage of the bill, stated that" the power to tax was not limited 

"Tbese rat .. were .hanged by tbe act of May 9. 1902. 
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alone to the necessities of the government for the amount of revenue 
derived and that it had been invoked in more than one instance 
to provide for the general welfare." The committee's report 
also said 

That there are from four to five million" American citizens 
engaged in the dairy business and that they must all abandon it· 
and be driven into some other already overworked branch of 
industry unless they can be relieved from the present ruinous 
competition with cheap imitations of butter and cheese.-

Prior to the passage of the act of 1886 oleomargarine was fre
quently sold to consumers as butter. Of 131 samples supposed 
to be butter collected shortly after the passage of the act in many' . 
different states, twenty-one were found to be oleomargarine.· The 
law had a decided regulatory effect, but the hope of the framers 
of the bill or those who urged its passage that the tax would prevent 
Ii''l manufacture of imitation butter was not realized, as the busi
ness has grown and the production of oleomargarine has steadily 
increased. From 1888 to 1893 the amount produced increased 
from 34,000,000 to 67,000,000 pounds, almost doubling in five 
years. The receipts the first year the tax was in operation were 
less than $50,000 short of a million dollars. 
'" R.ducliOft ... Numb". of Districts, 188,. By Executive order 
of May aI, 1887, the number of collection districts was decreased 
from eighty-five to sixty-three_ 

AfItIlylical and CIt .... ical DWisiOft, 1886-1888. Section 14 of 
the act of August a, 1886, provided for the appointment by the 
Secretary of the Treasury of an analytical chemist and a micro
scopist, each to receive an annual salary of $2500. The Commis
sioner of Internal Revenue was also authorized to employ additional 
chemists and microscopists whenever in his judgment the neces
sities of the service so required. The activities of this division 
were at first confined to analyzing samples for evidence of violation 
of the oleomargarine law. 

Section 14 also gave the Commissioner of Internal Revenue 
power to decide whether any substance made in imitation of 

• 49 Cong •• sess.. H. rep. ....a. p. a. 
• Commissioner of Internal R __ 'S .... Annual Report, .887. p. c:xIiii. 
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butter and intended for human consumption contained ingredients 
injurious to the public health. In case of doubt or contest his 
decision in cases of this kind may be appealed to a board composed 
of the surgeon general of the army, the surgeon general of the 
navy, and the Secretary of Agriculture, whose decision was to 
be final. All oleomargarine found deleterious to health was to 
be forfeited. 

Under the provisions of Sections II and 12 of th~ act to prevent 
the manufacture and sale of adulterated food or drugs in the 
District of Columbia, approved October 12, 1888 (25 Stat. L., 
549), any purchaser of food or drugs, or health officer, inspector 
of nuisances, or food inspector of the District was authorized to 
submit samples of food or drugs to the Bureau of Internal Revenue 
for analysis. This increased the activities of the Chemical Division 
as it was then known." 

With the passage of the Pure Food and Drugs Act of 1906 
(34 Stat. L., 768), the analytical activities of the Division of 
Chemistry were transferred to the Bureau of Chemistry, Depart
ment o~ Agriculture. With the passage of the Prohibition Act and 
the Narcotic Act, the Industrial Alcohol and Chemical Division, 
as it is now called, has developed into an important adjunct of 
the Internal Revenue Service, and branch laboratories have been 
established in many of th<; important cities of the country. ~ 

The McKinley Act of r890. T.he next legislation of any impor
tance to the Bureau of Internal Revenue was the McKinley Tariff 
Act of October I, ISgo (26 Stat. L., 567). This act, which intro
duced many changes in the laws relating to internal revenue, af
fected the procedure but not the organization of the Bureau. 
An internal revenue tax of ten dollars a pound was levied on all 
opium manufactured in the Gnited States for smoking purposes 
and all manufacturers of smoking opium were required to conduct 
their business under the surveillance of the Commissioner of 
Internal Revenue. This was a regulatory and not a revenue 

" This law was practically repealed by the act relating to the adulteration 
of foods and drugs in the District of Columbia, approved February 17, 1898 
(30 SiaL L., 246). 
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measure. I t was unsuccessful, and considerable fraud and evasion 
were discovered every year.-

The most important feature of the McKinley Act, as regards 
the Bureau of Internal Revenue, was the provision of Sections 
231-241, allowing a bounty on sugar obtained from beets, sorghum, 
or sugar cane grown in the United States, and providing that tlie 
bounty should be determined by the Bureau of Internal Revenue. 

The Commissioner of Internal Revenue protested to Congress 
against the duty being imposed upon him, as it related in no way 
to the duties with which the bu~u was ordinarily charged, and 
recommended that the law be so amended that the boUnty might 
be ascertained and paid by the Secretary of Agriculture.- Congress 
paid no attention to the suggestion, and the bounty provisions 
were administered by the Bureau until the repeal of the law, 
August28, 1894 (28 Stat. L., 521). 

Many additional employees were required to carry the sugar 
bounty provisions into effect. Upon these devolved the duty of 
weighing, sampling, pulverizing, and classifying every pound of 
domestic: sugar produced. Twelve sugar inspectors were ap
pointed, and many deputy collectors of internal revenue were 
assigned to the special. duty of acting as sugar weighers. During 
the fiscal year 1894. the last year the law was in effect, a total of 
409 employees were engaged on sugar bounty matters, while 
the' total administrative expense for the year for this purpose 
was $130,140.85.- The sugar bounty was effective for three years, 
and during that time a total of $29.783.603.40 was paid as bounties 
to producers of domestic sugar, while the total additional expenses 
incurred by the Bureau of Internal Revenue amounted to $423, 
744.33 .-

RtgistrotiOfl of ehius. Laborn's. 1892. One of the provisions 
uf the acts of May 5. 1892 (27 Stat. L.. 25). and November 3.1893 
(28 Stat. L.. 7). required all Cbinese laborers in the United States 
at the time of the passage of the acts to apply to the collector 
of intemal re\'etllIe of their respecti\'e districts for a certificate 
of residence . 

• This portion of act ... Iati,. 10 opiUlD was -W '" the act of 
January 7. 'II'. (38 SiaL L, an). UICI a DOW law eaa~ 

• EIdri~ IntNnal R ...... "" Tu S_ P. 1\1-
• Co1lllllissionu of iD-' R ............... ua1 Roport, p. ,8a. 
.'''''~p.lIJ4. 
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Tile Income Tu of 1894. The Wilson Tariff Act of 1894 
(28 Stat. L., 508-570), like its predecessor, contained many inter
esting features pertaining to the internal revenue. It revived the 
income tax which had last been imposed in 1861. It also revived 
the tax on playing cards, extended the bonded period of distilled 
spirits to eight years, provided a system of general bonded ware
houses for the deposit of spirits removed from distillery ware
houses, and allowed a rebate for the tax on alcohol used in the arts 
or in medicinal compounds. 1)Je last provision opened the door 
to extensive frauds, and it was repealed two years later (29 Stat. 
L.,195)· 

The act of January 25, 1895 (28 Stat. L., 637), appropriated 
$245,095.00 to defray the expenses of collecting the income tax, 
and an Income Tax Division was organized in the Bureau of 
Internal Revenue. Qn April 8, 1895, the work of the Income Tax 
Division was interrupted by a decision of the Supreme Court of the 
United States, which decided that the provisions of the law taxing 
incomes derived from real estate, and from state and municipal 
bonds' were unconstitutional.- All returns were immediately sent 
back to collectors with instructions to revise them in accordance 
with this decision. The work of the entire Income Tax Division 
was terminated May 20, 1895, when upon a rehearing of the income 
tax case before a full bench of the Supreme Court it was finally 
decided that the whole income tax law was unconstitutional on the 
ground that it was a direct tax, and was not apportioned among the 
states in conformity with the Constitution.-

Tu on Filled Cheese, 1896. Another tax designed to be pro
hibitory was that on filled cheese and manu facturers and dealers 
in this, commodity imposed by the act of June 26, 1896 (29 Stat. 
L., 253). Filled cheese is defined as any substance made of milk 
or skimmed milk, with the admixture of butter, animal fats or 
oils, vegetable or any other oils or compounds foreign to milk, 
and made in imitation or semblance of cheese. Although this law 
still remains in force, no collections have been reported since 1912 
when they amounted to $630.31, of which $300 was a license tax 
on a single manufacturer. As a prohibitive measure the law has 
been a success, even though the collections have been insignificant. 

-'57U. S.42!I- • 'sS U. S., 6, ... 
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Spanish-American War Period. Ftom 1896 to the outbreak of 
the Spanish American War. no legislation of any importance was 
enacted.u Then Congress was once more called upon to resort to 
extraordinary methods to provide for increased revenues. 

The act of June 13. 1898 (30 Stat. L .• 448), increased the 1&3< 
on fermented liquors and tobacco products. iinposed taxes on 
legacies. mixed flour. and occupations, and provided for a number 
of stamp taxes on documents and proprietary preparations. While 
this act was of importance as a revenue producer. it did not involve 
any material changes in the organization and procedure of the 
Bureau. By the fiscal year 1901 the internal revenue receipts 
had increased to $306.871.6(9.42, compared with $170,866.819.36 
in the fiscal year 1897. At the end of the fiscal year 1897. the 
administrative force consisted of 202 persons and the field force 
of 3656 persons: at the end of the fiscal year 1901. there were 
a83 persons employed in Washington and 3553 in the field. The 
cost of collection for each one hundred dollars dropped from 
$2.68 in 1897 to $1.55 in 1901. A second deputy commissioner 
was authorized by act of April 17. 1900 (31 Stat. L., 103). 

The tax on mixed flour. imposed by the act of 1898 and still 
in force. was intended to be a regulatory and not a revenue tax. 
Mixed flour is defined by the law to be the .. food product resulting 
from the grinding or mixing together of wheat. or wheat flour 
as the principal constituent in quantity. with the product of any 
other grain." There is a license tax on the manufacturer and a 
stamp tax on the product. The revenues from this tax- have 
been insignificant. -

Some of the taxes were reduced and others abolished by the 
act of March 2. 1901 (31 Stat. L .• 938). and all of the other new 
ta.'tes e.'<Cept the one on mixed Sour were repealed by the act of 
April 12. 1902 (38 Stat. L.. 96). whicla took effect on July I. 1!j02. 

Period Between the Spanish-American and the World War. 
After the repeal of the Spanish-American War taxes. there was 
little legislation of consequence until the passage of the denatured 
al,'Ohoi act of 1906. 

• The on~ lqislatiOll dnriDR this .,.,riod was tho act of March 3. 11191 
('"I) Stat. L, 695), authoriai.,. the saIo of forfeited opium aod S«tiaas 9 
aod '0 of tho DiDgley Tariff ... ct of Ju~ 24. law (30 Stat. L., :m6), maIr:iDc 
minOt c:banc'H in the tax em tobacco products aod formoDJod spirits. 
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DeMlured Alcohol Ad of I906. This act, which was passed 
on June 7, 1906 (34 Stat. L., 217), and which took effect January 
I, 1907, provided for the withdrawal from bond, tax free, of 
domestic alcohol which had been rendered unfit for beverage or 
liquid medicinal use by mixing it with suitable denaturing Inaterials. 
The act provided that the denaturing process should be made 
under the direction of a government officer. It was amended by 
the act of March 2, 1907 (34 Stat. L., 1250), which provided 
for central denaturing bonded warehouses other than at distilleries 
and for denaturing at distilleries having a daily capacity of less 
than one hundred gallons and making alcohol from waste products. 
The office of 'the Conunissioner Inade a special effort to promote 
the production of denatured alcohol by issuing circulars decribing 
the methods that might be used by farmers or fruit growers who 
might desire to manufacture these products. At the end of the 
fiscal year 1907 there were employed in the administration of 
this act 53 persons at an annual salary of $73,885. 

Corporation Tax of I909. The need for additional revenue to 
defr3f the growing expenses of the government led Congress to 
include in the tariff act of August 5, 1909 (36 Stat. L., 112), a tax 
of I per cent on the net income in excess of $5000 of corporations . 

. This law continued in force until 1913. A Corporation Tax Divi
sion was organized to supervise the collection of the tax, which 
does not seem to have given rise to any particular problems of 
administration. 

Tax on While Phosphorus Matches, I9I2. On April 9, 1912 
(37 Stat. L., 81), an act was passed levying a tax on white phos
phorus matches, which was successfully designed to be prohibitive 
of their manufacture. Every manufacturer of white phosphorus 
matches was required to register with the collector of internal 
revenue, and the tax )Vas collected under the direction of the Com
Inissioner of Internal Revenue, who was authorized to make the 
necessary regulations. The portion of the act regulating the 
Inanufacture of matches took effect July I, 1913, while the part 
laying a tax on the sale of matches became effective on January 
I, 1915. 

IflcOffU Tax of I9Ij. Economists, party leaders, legislators, 
. and bthers, who for many years advocated an income tax, and who 
were disappointed in the Supreme Court's decisions invalidating 
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the tax of 1894, came to the conclusion that if Congress did not 
have the power to tax incomes the next best thing to do was to 
ask the people of the United States to grant them the power. 
This was accomplished through the adoption of the Sixteenth 
Amendment to the Constitution, which went into effect February. 
25, 1913. The amendment states" that Congress shall have power 
to lay and collect taxes on incomes, from whatever source derived, 
without apportionment among the several states, and without 
regard to any census or enumeration." 

The amendment opened the way for new legislation in this 
direction and on October 3, 1913 (38 Stat. L., 166), Congress 
enacted the income tax law, which imposed a tax on the net income 
of both individuals and corporations. This law repealed the 1909 
excise tax on corporations and imposed a special excise tax on 
all corporate organizations for the months of January and Feb
ruary, 1913, while the income tax became effective March I, 1913, 
for the remaining ten months of the year. It also provided for 
a third deputy commissioner. 

Immediately after the passage of the act of October 3, 1913, 
the work of organizing the Personal Income Tax Division was 
begun. A correspondence unit consisting of thirty clerks was one 
of the first sections to be created to handle the large volume of 
correspondence relating to the enforcement of the provisions of 
the law, for although corporations had had four years' experience 
under the excise tax law, the new law brought to the surface many 
problems, so that the first few months were devoted 1argely to 
carrying on a campaign of education. 

Once more the Bureau of Internal Revenue was called upon 
at short notice to provide necessary regulations and fonns and to 
train its clerical force in a new procedure; this time in the limited 
period from October 4. 1913, when the law was passed, to Decem
ber 31, 1913. when it was to go into effect. 

The collection of corporation returns continued to be under the 
direction of the Corporation Income Tax Division. The increased 
duties resulting from the passage of the income tax law of 1913 
was reftected in the growth of the personnel of tbe Bureau. At the 
end of the fisca\ year 1913 the administratiw: force in Washington 
consisted of 2'/7 persons, while the 6e\d force numbered 3723- This 
personnel had been steadily decreasing from the high point of 
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1902, when there were 317 in Washington and 3794 in the field. 
By the end of the fiscal year 1915 the personnel had increased to 
530 in Washington and 4200 in the field. 

Appointment of Deputy Collectors, 1913. A step backward in 
the administration- of the service was taken when the act of 
October 22, 1913 (38 Stat. L., 208), authorized the appointment 
of bonded deputy collectors of internal revenue and bonded deputy 
marshals without reference to civil service rules. 

Narcotic Laws of 1914. For many years efforts had been made 
to curb the domestic and international trade in opium and other 
narcotic drugs. In 1909 a survey developed the fact that the United 
States was importing 200,000 pounds of opium a year, while 50,000 
pounds was all that was needed for legitimate medical purposes. 
This resulted in the passage of the act of February 9, 1909 (35 
Stat. L" 614), which prohibited the importation of opium except 
for medicinal use. About this time there had convened at Shang
hai, China, the International Opium Commission, which recom
mended an international conference looking to the control of the 
international trade in this drug. On the invitation of the Nether
lands Government the first International Opium Convention as
sembled at The Hague on December I, I9II. This convention 
recommended the prohibition of the export of opium to countries 
which prohibit its entry, as well as domestic legislation looking 
to the control -of the production and use of opium within national 
boundaries. On January 17, 1914, two acts were passed relating 
to opium. One (38 Stat. L., 275) regulated the importation of 
opium, absolutely prohibited the exportation of smoking opium, 
and allowed the exportation of opium and cocaine and their deriva
tives only to countries regulating their entry and in accordance 
with the regulations of the several countries. The second act 
(38 Stat. L., 277) repealed the portion of the McKinley Act 
relating to smoking opium produced in the United States, and 
enacted a new law which increased the tax from $10 to $300 a 
pound and raised from $5000 to not less than $100,000 the bond 
required of manufacturers. On the convening of the third session 
of the Sixty-third Congress in December, 1914, the first law passed 
was the Harrison Act of December 17 (38 Stat. L., 785), which 
regulated the domestic use of opium and coca and their derivatives. 
This act, which went into effect on March I, 1915, provided for 
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the registration of persons authorized to deal in those products 
and restricted the dealings to persons so registered. Its enforce
ment was placed in the hands of the Commissioner of Internal Rev
enue, and provision was made for the payment of a fee of one 
dollar by every person registered. - Th1s act was essentially 
regulatory, although in the fiscal year 1916, the tirst complete 
year in which it was in operation, it yielded $227,452.02 from 
licenses and $17.445.05 from the sale of order blanks. 

CottOfi FuM'1S Ad of 191". Another attempted regulatory 
measure of 1914 was" the Cotton Futures Act of August 18 (38 
Stat. L., 693). This act levied a tax on every sale of cotton for 
future delivery in case the contract did not comply with certain 
specified conditions. This law was declared unconstitutional by 
the district court of the Southern Instrict of New York by 
reason of it being a revenue act which did not originate in the 

. House of Representatives.- It was reenacted on August II, 1916 
(39 Stat. L., 476). It is of no signiticance from the standpoint 
of revenue. 

The World War Period and After. During the World War the 
~ipts from internal revenue taxation were greater than ever 
before in the history of the country. 

E.,.,rgnlCY RftIflIlU Act of 191". For a period of nearly tifty 
years, distilled spirits, fermented liquors, and tobacco were the 
main sources of revenue, but immediately after the outbreak of 
the war, it became evident that Congress would be caI1ed upon 
to enact emergency legislation to provide for additional internal 
revenue. On September 4. 1914. scarcely one month after the 
outbreak of the war, Congress was addressed by the President on 
the necessity of providing additional ~ue to meet the deficit 
which would be created by the falling" off of imports from the 
countries affected by the war. An ~ncy revenue bill was 
introduced in the House of Representatives OIl September 21, 1914-

which provided for the raising of $105.000,000 additional revenue 
from internal sources. The bill became a law OIl October 22, 1914 
(38 Stat. L .• 7 4S). aud was a temporvy IIl5sure. being YirtoalIy 

• This act ......... tuiall7 _dod "1 the act of February .... 1919. .... 
Pl!<e s6. • am Fed. Rep.., IJS. 
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1902, when there were 317 in Washington and 3794 in the field. 
By the end of the fiscal year 1915 the personnel had increased to 
530 in Washington and 4200 in the field. 

Appointment of Deputy Collectors, 1913. A step backward in 
the administration of the service was taken when the act of 
October 22, 1913 (38 Stat. L., 208), authorized the appointment 
of bonded deputy collectors of internal revenue and bonded deputy 
marshals without reference to civil service rules. 

Narcotic Laws of 1914. For many years efforts had been made 
to curb the domestic and international trade in opium and other 
narcotic drugs. In 1909 a survey developed the fact that the United 
States was importing 200,000 pounds of opium a year, while 50,000 
pounds was all that was needed for legitimate medical purposes. 
This resulted in the passage of the act of February 9, 1909 (35 
Stat. L" 614), which prohibited the importation of opium except 
for medicinal use. About this time there had convened at Shang
hai, China, the International Opium Commission, which recom
mended an international conference looking to the control of the 
international trade in this dnlg. On the invitation of the Nether
lands Government the first International Opium Convention as
sembled at The Hague on December I, 19II. This convention 
recommended the prohibition of the export of opium to countries 
which prohibit its entry, as well as domestic legislation looking 
to the control ·of the production and use of opium within nati.onal 
boundaries. On January 17, 1914, two acts were passed relating 
to opium. One (38 Stat. L., 275) regulated the importation of 
opium, absolutely prohibited the exportation of smoking opium, 
and allowed the exportation of opium and cocaine and their deriva
tives only to countries regulating their entry and in accordance 
with. the regulations of the several countries. The second act 
(38 Stat. L.,277) repealed the portion of the McKinley Act 
relating to smoking opium produced in the United States, and 
enacted a new law which increased the tax from $10 to $300 a 
pound and raised from $5000 to not less than $100,000 the bond 
required of manufacturers. On the coovening of the third session 
of the Sixty-third Congress in December, 1914. the first law passed 
was the Harrison Act of December 17 (38 Stat. L., 785), which 
regulated the domestic use of opium and coca and their derivatives. 
This act, which went into effect on March I, 1915, provided for 
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the registration of persons authorized to deal in those products 
and restricted the dealings to persons so registered. Its enforce
ment was placed in the hands of the Commissioner of Internal Rev
enue, and provision was made for the payment of a fee of one 
dollar by every person registered.· TIlls act was essentially 
regulatory, although in the fiscal year 1916, th~ first complete· 
year in which it was in operation, it yielded $227.452.02 from 
licenses and $17.445.05 from the sale of order blanks. 

CotlOll FulurlS Ac' of 1914. Another attempted regulatory 
measure of 1914 was the Cotton Futures Act of August 18 (38 
Stat. L .• 693). This act levied a tax on every sale of cotton for 
future delivery in case the contract did not comply with certain 
specified conditions. This law was declared unconstitutional by 
the district court of the Southern District of New York by 
reason of it being a revenue act which did not originate in the 

. House of Representatives.- It was reenacted on August II, 1916 
(39 Stnt. L., 476). It is of no significance from the standpoint 
of revenue. 

The World War Period and After. During the World War the 
receipts from internal revenue taxation were greater than ever 
before in the history of the country. 

Em"glflry RIt'Ctlu, Ad of 1914. For a period of nearly fifty 
years, distilled spirits, fermented liquors, and tobacco were the 
main sources of revenue, but immediately after the outbreak of 
the war, it became evident that Congress would be called upon 
to enact emergency legislation to provide for additional internal 
revenue. On September 4. 1914, scarcely one month after the 
outbreak of the war, Congress was addressed by the President on 
the necessity of providing additional revenue to meet the deficit 
which would be created by the falling off of imports from the 
countries a ffected by the war. An emergency revenue bill was 
introduced in the House of Representatives on September 21, 1914-
which provided for the raising of $105,000,000 additional revenue 
from internal sources. The bill became a law on October lI2, 1914 
(38 Stat. L., i 45), and was a temporary measure, being virtually 

• This act ..... ~lIJo amended by the act of Fellruary .... 191Q, .... 
page sCI. 

• a6 Fed. Rep., lJS. 
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a reenactment of the Spanish-American War Revenue Act. Among 
its important provisions were the following: The tax on beer was 
raised from $1.00 to $1.50 per barrel; the taxes on wines, cham
pagnes, and all products of a similar nature were increased; special 
occupational taxes were provided, including an annual tax of $30 
on stockbrokers, $50 on pawnbrokers, $20 on commercial brokers, 
and $20 on commission merchants. Proprietors of theatres were 
taxed from $25 to $100, according to the seating capacity of their 
houses. Circuses were taxed $100, while all other shows and 
exhibitions (excepting educational and agricultural) were taxed 
$10 each. Proprietors of bowling and billiard rooms were taxed 
$5 for each alley or table. Tobacco dealers and manufacturers 
were taxed on a graduated scale on their annual sales and output. 

There were imposed also documentary stamp 'taxes and the 
one-cent tax on all telephone calls and telegrams costing fifteen 
cents or over. Passage tickets sold in the United States for. 
abroad, costing over $10 and not more than $30 were taxed $1, 
while those costing from $30 to $60 were taxed $3, and upon those 
costing more than $60 a tax of $5 was levied. 

The receipts under this act for the fiscal year 1915, with the 
law in operation for eight months, amounted to $415,681,023.86. 
The act caused an increase in the use of internal revenue stamps, 
and although the burden of enforcing this act together with the 
narcotic law fell heavily upon the Bureau during the fiscal year 
1915, the activities of the organi2ation at that time did not cover 
the wide scope entrusted to its care by the act of September 8, 
1916 (39 Stat. L., 756), and one year later by the war revenue 
act approved October 3, 1917 (40 Stat. L., 3(0), and finally by 
the 1918 war revenue measure approved February 24, 1919 (40 
Stat. L., 1057). The act of October 22,1914, was repealed Septem
ber 8, 1916, excepting Sections 3 and ... imposing special taxes, 
which remained in force until January I, 1917. 

Omnibus RevenlU Ad of I9I6. Although the United States 
was not at war, government expenditures were growing at a 
rapid pace, and to meet them Congress enacted an omnibus rev
enue measure which was approved September 8, 1916. 

In addition to repealing the act of October 22, 1914, it amended 
the income tax law by imposing a surtax and doubling the normal 
tax rate, and modified some of the minor and administrative 
measures without disturbing the fundamental features of the 



HISTORY 45 

previous income tax law. It reenacted the act of 1914 relating to 
theatres, bowling alleys, and places of amusement, tobacco manu
facturers and dealers; levied an estate tax; imposed a munition 
manufacturer's tax; and provided a capital stock tax. Dealers 
in tobacco were relieved from special taxes on and after January 
I, 1917, and new rates were imposed upon manufacturers of cigars, 
tobacco, and cigarettes. . 

The act of 1916 did not affect the administrative features of 
the act of 1913 as regards the income tax, but new machinery 
had to be created in order to administer the estate tax, the capital 
stock tax, and the munition manufacturers tax. 

The tax on inheritances or legacies, called the estate tax, was 
one of the most important features of the 1916 revenue act. The 
law provided for a tax on the transfer of the whole estate, after 
deducting the necessary administration expenses, debts, and other 
charges and providing for an exemption of $50,000 for residents 
of the United States." An Estate Tax Division was organized 
in the Bureau of Internal Revenue shortly after the law was passed, 
and a field force of investigators secured to investigate returns and 
enforce the various provisions of the law. 

The Revenue Act of September 8, 1916, by Title III, provided 
that every person mailUfacturing munitions or war implements 
should pay, in addition to the income tax imposed by Title I of 
the same act, for each taxable year an excise tax of •• 121 per cent 
upon the net profits actually received or accrued from the sale 
or disposition of such articles manufactured within the United 
States." The tax applied to few manufacturers in 1916. and the 
returns for the fiscal year ending June 30, 1917 (1916 taxable 
year). showed a total of 498 manufacturers. most of them engaged 
under contracts with foreign governments. The tax was origina1ly 
restricted to a period ending one year after the close of the war, 
but the act of October 3. 1917. which reduced the tax from Izl 
to 10 per cent, provided that the tax should cease on and after 
January I, 1918. The receipts during the fisca1 year 1917. 
amounted to $27,(163.939.63. and the following year a tota1 of 

.. Th~ esta~ tax la. was _dod March 30 1917. by iDcrasiug the rates 
SO per tenl (.19 Stat. L. 1002). Tbe rates were apia iocnuod bJ the act of 
October J, ,,117 (~Stat. L. ~). and lDOdified bJ the ..... ~ act of 
19.8 (~ Stat. L. IQ9II). 
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$13,296,927.32 was collected. These were the only collections 
under the act. 'The number of manufacturers increased consider
ably during 1917, after the United States declared war, and 2248 
returns were filed, although the collections for the fiscal year 1918 
were less than half of those of the previot1s year. 

The capital stock tax, levied by the act of September 8, 1916, 
is sti11 on the statutes. The rate was fifty cents for each $iooo of 
fair value of capital stock in excess of the specific exemption of 
$99,000. No exemption was allowed in the case of foreign corpora
tions, the measure of the tax being the average amount of capital 
employed in the transaction of business in the United States. Title 
III provides that munitions manufacturers should not be subject 
to the capital stock tax and also the munitions tax, but should 
pay the tax which provided the greater revenue to the government." 

The act of September 8, 1916, first made definite provision for 
the publication of statistics relating to the income tax. The 'annual 
reports of the Commissioner had always contained statistics relating 
to collections, but the detailed analysis of the income tax returns 
inclu<\ed in the annual publication entitled " Statistics of Income" 
is specifically authorized by this act. 

Excess Profits Tax, 1917. Scarcely had provision been made 
• for administering the new taxes levied by the act of 1916 when 
on March 3, 1917 (39 Stat. L., 1(00), an act imposing an excess 
profits tax was enacted in order to provide revenue to defray the 
expenses of the increased appropriations for the Army and Navy. 
In addition to the taxes imposed by the then existing laws, this 
act levied a tax of 8 per cent on so much of the net income of 
corporations, joint stock companies, etc., as was in excess of 
$5000, plus 8 per cent of the actual capital invested in the property 
or business. The act was made effective January I, 1917, and, 
for that year applied only to those corporations which made returns 
on a properly established fiscal year ending with the last day of 
some month in 1917 prior to December 31. Because of the short 
time intervening between the date of the passage of the act 
(March 3, 1917), and the end of the fiscal year (June 30, 19'7) 
the amount of tax assessed against corporations prior to the 

• The act of February. 1919. increased the rate to one doUar for each 
$1000 and lowered the exemption to $5000. 
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close of the fiscal year was negligible, the sum collected being 
only $2,953.<\2." 

InternaJ Rev,nue Situation in 1917. When the United States 
declared war the administrative responsibilities of the Bureau of 
Internal Revenue rested upon the Commissioner and his three 
deputies. The office force in Washington consisted of 524 persol1.S, 
while the force in the field numbered 4529. making a total of 5053 
in the servioe. The strain on the administrative foroe of the 
Bureau of Internal Revenue during this period was very great. 
Indications pointed to the enactment of such legislation as would 
modify the entire internal revenue system. thus creating the neces
sity for administrative reorganization and expansion. 

The Commissioner of Internal Revenue had to maintain close 
contact with Congress so as to keep his force well informed on 
the major features of contemplated legislation. This confidential 
advance information had to be carried to every internal revenue 
collection district in the United States. Tentative forms and 
instructions were prepared in advance of the passage of the 
1917 act to keep field officers and others in close touch with the 
situation, so that no time should be lost in starting the law in 
motion, once passed. How effectively this was accomplished is 
demonstrated in the collection of the "/Ioof taxes" levied in the 
1917 act. In addition to the taxes levied on the sale by the 
manufacturer, producer, or importer of certain articles and goods. 
such as automobiles, sportiJlg goods. etc., the law also provided 
for the assessment and collection of a tax on the amount of stock 
on hand of these articles. which were held or intended for sale, 
by persons other than manufacturers, producers, or importers. 
The act of 1917 was approved on the night of October 3, and before 
midnight final telegraphic instructions pertaining to the collection 
of .. floor taxes," were issued to collertors of internal revenue 
and internal revenue agents in every part of the country, so that 
on the morning of October 4 the work was collllD!nced of securing 
returns of inventories of stocks on hand from an persons required 
by law to mal..-e them. 

From 1917 to 1919 the new laws affecting the Bureau of Internal 
Revenue were both revenue-producing and regulatory, and both 
share almost equally in responsibility for the cnation of the Bureau 

.. The ez<:ess profits IU law was am<Ddod ~ the acts of October So 1917. 
and FebraarJ .... 19J9; it was ~ 117 the od of NCJftIIIbor IQ, I9IIL 

IIS-S 
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of Internal Revenue as it exists lo~day, which is a combination 
of tax gathering forces to collect the internal revenues and the 
policing forces to enforce prohibition and other prohibitory and 
non revenue producing measures. 

War Revenue Act of 1917. The act which was approved 
October 3,1917 (40 Stat. L.,300), was the first revenue measure 
after the declaration of war against Germany. It was amendatory 
and supplementary of the acts of October 3, 1913, September 8, 
1916, and March 3, 1917. The act was divided into thirteen 
parts dealing with the following subjects: (I) Income; (2) excess 
profits; (3) beverages; (4) cigars, tobacco and tobacco manu
facturers; (5) public utilities and insurance; (6) excises; (7) 
admission and dues; (8) stamp taxes; (9) estate taxes; (10) 
administrative provisions; (II) postal rates; (12) income tax 
amendments; and (13) administrative proviSions. It was particu
larly difficult to administer, because it amended and continued 
in force parts of many earlier acts. When the conference report 
was under discussion in the House of Representatives ex-Speaker 
Cannon made the following criticism of the defects of the act: 

I put in an anxious day yesterday. I did not say my prayers 
or read a chapter of the Bible or go to church. I tried to get 
outside the conference report. I went to bed at one o'clock this 

'morning. I did not have any help present on Sunday, nor did 
I have any of the acts of Congress to which I could refer, but I 
arrived at the conclusion that I did not know how many law suits 
were to grow out of this bill, and that I did not know in many 
respects what it is to do. I hope it will produce a large amount 
of money, and I believe it will. I hope when another bill comes-
and God knows, if this war does not close inside of twelve months 
another bill will come-I hope that that bill will be such that all 
of us experts and non experts can see what it does. This bm 
harks back and refers to provisions in the Payne Tariff law, the 
Underwood Tariff law, the law of 1916, which is not repealed 
except in spots, the law of last March, which was repealed very 
largely, if not entirely, although I think not quite entirely. And 
I confess that I do not believe that, unaided, I could get outside 
of it in three months. I wish that there had been time so that 
this bm could tell its own story on its face, disregarding the law 
of 1916, the Underwood Tariff law, the Payne Tariff law, and 
the law of last March, repealing here and there a section or a 
clause or modi fying it or amending it. • 

• Corogr,sliD",,' R"",d, 6s Cong. I oesa., vo •• 55. p. 7594-
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Long before the passage of the act of October 3. 1917. the 
Commissioner of Internal Revenue realized' the importance of 
the careful analysis of the excess profits tax provision of the law 
so that the proper interpretation could be given thereto. The Sec
retary of the Treasury was asked to select a group of prominent 
business and professional men. whose training and experience 
served especially to qualify them to become excess profits tax 
advisers. Among these advisers were men who possessed exten
sive knowledge and experience in agriculture. manufacturing. 
trading. finance. accountancy. and economics. The solicitor of 
internal revenue and members of the Bureau's legal staff and the 
administrative officers of the Bureau were closely coordinated 
with the excess profits tax advisers in their work. 

The act of October 3. 1917. caused a complete reorganization 
of the adIninistrative forces of the Bureau. New offices and 
divisions were created and others consolidated. The field forces 
operating under the immediate supervision of the sixty-four inter
nal revenue collectors and the thirty-one internal revenue agents 
were placed under the control and direction. respectively. of a 
supervisor of collectors ~d the chief revenue agent. who were 
made coOrdinate in rank with the deputy commissioners. 

The force of administrative and executive officers was aug
mented. and the personnel of the Washington office was increased 
in the fiscal year 1918 from 585 to 2245; wlule the force in the 
field was increased from 4529 to 7352. making a total of 9597 
employees at the end of the fiscal year 1918.. The annual appro
priations also rose from $8.065.870 for the fiscal year 1917 to 
$14,660.870 for the fiscal year 1918. 

According to the Commissioner's annual report the total amount 
received from income and excess profits taxes from April I. 1917. 
to June 30. 1918, was $3.166,132.814- The interoa1 revenue receipts 
from all sources for the fiscal year 1918 amounted to $3.694.619.638 
as compared with $8ogo393.64o for the fiscal year 1917. There 
were 2.J19.m income tax returns on incomes of $JOOO and less 
and 665.623 on incomes in excess of that amount filed for the 
ealendar year 1917. 
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Wcw Revenue Act of 1918. On Hne 6, 1918, the Secretary of 
the Treasury recommended that an additional eight billion dollars 
be raised, of which a third was to be obtained through additional 
taxation. A bill was under discussion in the House of Repre
sentatives at the time, and the President had already personally 
addressed Congress, urging that immediate measures be taken to 
provide additional funds by taxation for the prosecution of the 
war. A revised bill introduced on September 3, 1918, and designed 
to provide taxes which would produce a revenue of over $8,000, 
000,000, passed the House on September 20, 1918. Before it 
was acted upon by the Senate, the Armistice was signed and a 
change in the financial policy was necessary. It was suggested 
that a revenue of $6,000,000,090 for 1919 and $4,000,000,000 for 
1920 be provided by taxation. Considerable time was consumed 
l?y Congress in discussing the ways and means to provide additional 
revenue and to enact a measure that would not impose too much 
of a burden on capital or punish business success. The year 1918 
was rapidly drawing to a close and the slow progress Congress 

. was making caused the Commissioner of Internal Revenue on 
November 30 to write a letter to the Secretary of the Treasury, 
setting forth the serious situation confronting the Bureau of 
Internal Revenue because Congress had not acted in time to enable 
'the Bureau to prepare the necessary forms and regulations and 
to organize its forces to put the law in motion without causing 
serious delay. In this letter he said: 

I am impelled by the imperative necessity of setting in motion 
immediately the administrative machinery for the collection of 
internal revenue taxes for the current taxable year to bring to 
your attention the serious dilemma that confronts us. 

Only one month remains before the commencement of the period 
prescribed by law for the filing of income and excess profits tax 
returns. Return forms, instructions, and regulations must be 
constructed and millions of copies printed and distributed through 
the country. Thousands of internal revenue officers and employees 
must be mobilized and intensively drilled so that they may go 
forth properly equipped to disseminate among the tax-paying public 
correct information as to tax procedure. The law now in effect 
is unnecessarily complex and contains provisions which conflict 
with other provisions or are otherwise incapable of satisfactory 
administration. 
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During the past year by the exercise of a wide degree of admin
istrative discretion it has been possible to bridge the gap created 
by the inadequacy of the present law, but it must be recognized 
that the satisfactory results of last year's administration were made 
possible in no small way by the patriotic spirit of accommodation 
of the people. This attitude was induced by war emergc!ncies 
and by the same feeling of assurance I have possessed that the act 
of October 3, 1917, would not remain in force another year, but 
would be superseded by a new law embodying adequate and intel
ligible taxing provisions and authority for reasonably flexible 
administration. 

Toward this end I have endeavored consistently to guide the 
tax administration of the last year. But now, with the time for 
taking action already at hand, I am appalled by the necessity of 
proceeding in accordance with the existing revenue law. 

The horns of my dilemma are (I) whether to proceed with the 
administration of the present law without regard to pending 
legislation, but with the knowledge that a new law relating to the 
current taxable year may be enacted at any time, completely dis
arranging the entire administrative procedure and nullifying the 
effect of the work accomplished up to the time of its enactment. 
or (2) whether to ignore the plain mandate of the existing statutes 
and await the enactment of pending legislation before shaping our 
course for the collection of taxes for the current year. 

For more than a year, since September 26, 1917, under your 
inspiring leadership, I have labored constantly to effectuate the 
real intent and purpose of the war revenue act of October 3, 1917. 
My efforts have been directed toward two definite objectives
( I) the assessment and collection, with the least possible disturb
ance to business and industry, of the amount of money the act was 
designed to produce during the fiscal year, and (2) to assist in 
drafting a new revenue act consistent with the broad and construc
tive principles of the administration and clear and unmistakable 
in its tern1$. 

From analysis of the experience gained in the administration 
of the last year we have developed and assembled constructive 
proposals for the improvement of the law. These were transmitted 
to the Ways and Means Committee of the House and the Finance 
Committee of the Senate. These committees have accorded to 
our experts full opportunity to collaborate in framing the provi
sions of the bill, which is now pending before the Senate committee 
and have incorporated therein practica1ly all of the proposals 
submitted. Seven months have been c:onsumed in bringing the 
bill to its present form. All this effort will be of no avail unless 
the bill is very speedily enacted into law. 
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need not remind you of the Il.utary effect which will be 
produced by a prompt decision with respect to the taxation program. 
Business men and all those who must participate in the solution of 
the grave economic problems incident to the period of reconstruc
tion are beset in their calculations by doubt and uncertainties. 
Surely the government should not fail to dispose quickly of the 
important question of taxation, which vitally affects every business, 
and the determination of which awaits only the completion of 
the prescribed legislative procedure. 

Despite the confusion, which it seems at the present moment will 
inevitably ensue, I feel that it is clearly our duty to shape our course 
for the application to the current year of the law now on th~ 
statute books unless the existing law is superseded by a new 
law before January I, 1919. 

Congress, however, continued its deliberations and made numer
ous changes, both in substance and in detail, in the measure. The 
1916 and 1917 acts were passed in such hastci that many corrections 
had to be made. It was because of the demand by the Bureau 
and also by the public for relief from many of the complex and 
burdensome administrative requirements, especially those relating 
to income and profits taxes, that Congress proceeded with less 
haste in enacting the 1918 war revenue measure. The House bill 
was rewritten in the Senate and passed that body on December 23. 
The Conference report was presented to the House on February 6 
and agreed to on February 8. It was agreed to by the Senate 
on February 13. It was signed by the President on February 24, 
1919 (40 Stat. L., IOS7), and became effective the following day, 
although it was retroactive and some of its most important features 
related to income and profits realized in the calendar year 1918. 
It was officially called the Revenue Act of 1918. 

While the act changed the rateS for many taxes it was essentially 
a codification of existing law, as it repealed all the earlier acts 
and brought within a single law all the provisions for income, 
profits and excise taxes. This act was summarized by the Com
missioner of Internal Revenue as follows·: 

The new law, which repeals the income-tax title of the acts of 
September 8, 1916, and October 3, 1917, imposed as the nannal 

• Commissioner of Internal Reveuue, Annual Report, 1919. pp. ,,>-12. 
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rate of tax on the incomes of individuals and corporations 12 
per cent for the calendar year 1918, with the modification. that 

.6 per cent only should apply to the first $4000 of taxable income 
received by an individual citizen or resident alien, whereas for 
1917 the normal tax for individuals was 4 per cent and for cor
porations 6 per cent." 

New provisions of the Revenue Act of 1918 include amortiza
tion allowance for special war equipment investments, limited 
taxation of income derived from sales of mining and oil properties 
by the prospectors, exemption of personal-service corporations 
as such, adjustment of losses sustained in 1919 by reason of depre
ciated 1918 inventory or of 1919 rebate payments on 1918 contracts 
and sales, credits against the tax for income and excess-profits taxes 
paid to other taxing authorities, and restricted allowance for net 
losses. Other new features are provisions relating to the following: 
Inventories, a specific exemption of $2000 to corporations, an a11ow
'ance to individuals of full losses in transactions entered into for 
profit outside of trade·or business, the deduction by corporations 
of all interest paid on strictly business indebtedness, consolidated 
returns by affiliated corporations, pennission to corporations to 
deduct dividends received, specific personal exemption and credits 
for dependents to non-resident aliens, individual returns on a 
fiscal-year basis, and payment of tax in installments. The act does 
away with the allocation, in applying the tax rates, of dividends 
from funds earned since March I, 1913 (other than certain stock 
dividends), and materially changes certain administrative features. 

The rates of tax imposed upon the transfer of the net estate of 
every decedent dying after February 25, 1919, are somewhat less 
upon small estates. under the Revenue Act of 1918, than they were 
in 1917, although they are the same on estates exceeding $1,500,000. 
Dower, courtesy, property passing under a general power of 
appointment exercised by the decedent, and amounts receiftd as 
insurance under policies taken out by the decedent upon his own 
life are expressly included in determining the value of the gross 
estate of the decedent under the new law. The tax does not apply 
to the transfer of any estate of any decedent dying while serving 
in the military or naval forces of the United States in the present 
war. The amounts of all gifts to charity are excluded in deter
mining the value of the net estate, as is an amount equal to the 
value at the time of the decedent's death of any property receiftd 
by the decedent from the estate of any person who died within 

• III the case of eamed Income the normal rate for iadmdaals is actaDy 
... biPer than for 1917. btea_ of the appIicatiaD In that year of the • 
pel' CODt __ pr06ts _ to professioas IDd oc:cupUioas ill additiDo to tile 
llOI'1II&I_of4pe1'CIOJIt, 
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five years of the death of the decedw if an estate tax was collected 
from such estate under the Revenue Act of 1917 or the Revenue 
Act of 1918. The tax is a lien upon the gross estate of the 
decedent, but the Commissioner has authority under this new law 
to release the lien in proper cases. 

Under the Revenue Act of 1918 the rates upon the transporta
tion of freight, express, and passengers remain the same; Pullman 
accommodations are reduced from 10 per cent to 8 per cent because 
of the new single-ticket arrangement; the rates upon transportation 
by pipe line are increased from 5 per cent to 8 per cent. Rates 
on wire or wireless messages are increased from 5 cents for 
15-cent charge or more to 5 cents for 15-cent to 5o-cent charge 
and 10 cents for charges over 50 cents, with the special 10 per cent 
charge for private wires. 

The stamp-tax provisions of the new law are the same as they 
were in the 1917 act, except that under the new law policies of 
guaranty and fidelity insurance, including policies guaranteeing 
titles to real estate and mortgage guaranty policies, are taxed as 
bonds of indemnity and surety; issues and transfers of certificates 
of profits or of interest in property or accumulations in any corpo
ration are taxed the same as issues and transfers of stock; and 
each policy of insurance or certificate, binder, covering note, 
memorandum, cablegram, letter, or other instrument by whatever 

• name called, whereby insurance is made or renewed upon property 
. within the United States, is now subject to a tax of 3 cents on 
each dollar or fractional part of the premium charged therefore. 
This last provision is wholly new. 

There is also under the new law a tax of 10 per cent of the 
entire net profits of any mine, quarry, mill, cannery, workshop, 
factory or manufacturing establishment employing children under 
certain ages or outside of certain established hours of employment. 

Under the new law the basis of the capital-stock tax remains 
the same as under the old law, namely, .. carrying on or doing 
business." The rate of tax under the present law is $1 for each 
$1000 of the fair average value of the capital stock in excess 
of $5odQ, instead of 50 cents for each $1000 of the fair average 
value of the capital stock, with a specific exemption of $99,000, 
as provided in the old law. The rate for a foreign corporation 
under the present law is $1 for each $1000 of the average amount 
of capital employed in the transaction of its business in the United 
States, whereas under the old law the rate was 50 cents for each 
$1000 of the capital actually invested in the transaction of its 
business in the United States with an exemption of a proportionate 
part of $99,000. Mutual insurance companies are taxed upon the 
sum of their surplus and reserves in excess of $5000, 
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Changes have also been made in the taxe; imposed upon spirits, 
tobacco, admissions and dues, and in special taxes on the sale of 
certain articles and on certain occupations. 

The high rates, particularly those relating to incomes and profits, 
naturally enhanced the importance of providing an equitable basis 
of tax computation so that undue hardship might not be imposed 
on any taxpayer. This consIderation not only resulted in a careful 
definition of the basis of assessment but also gave rise to the 
inclusion of certain special relief provisions, such as the provision 
for amortization of the cost of facilities provided for manu
facturing articles contributing to the prosecution of the war; 
the inventory loss provision to cover anticipated shrinkage in 
values after the close of the year; the net loss provision for 
recomputing taxable incomes of 1918 to deduct therefrom net 
loss under certain conditions in 1919; and the provision for special 
treatment of certain corporations whose war profits and excess 
profits tax credits could not be satis factorily determined as in 
ordinary cases and which are, therefore, to be taxed on the basis 
of the ratio between tax and income of representative concerns. 
The genera! purpose of these provisions are, first, to permit the 
taxpayer to deduct in determirung taxable income amounts which 
are needed to recoup him for extraordinary losses of the taxable 
year, and second, to provide an alternative method of tax computa
tion to be applied, at the discretion of the administrative authority, 
in cases in which abnormal conditions with respect to capital or 
income of a corporation would result under the ordinary method 
of tax computation provided by the law in exceptional hardship 
on account of a tax liability grossly disproportionate to the tax 
liability of other corporations engaged in the same line of business 
and similarly circumstanced with respect to business operations. 
Such conditions have been found in the cases of business conducted 
on abnormally small amounts of invested capital but \a~ amounts 
of borrowed money; businesses realizing income arismg out of 
intangible assets excluded under the ordinary items of income 
representing the reward of effort carried on through a number 
of prior years; and busine_s sustaining losses on account of 
amortiution, obsolesence. -or depreciation of character not recog
nized by other provisions of the law. The effect of these severa! 
equitable proviSlons necessarily was to complicate the interpretation 
and administration of the law. because it became necessary. in the 
case of every return of income or profits, for the taxpayer to 
consider whether s~ia1 circumstances warranted the application 
of the relief proVlsions. On the other band, the Bureau was 
under the necessity of advising ta."<payer5 as to their rights in these 
respects and of reviewing and passing upon the claims based 
on the relief provisions. 
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A new regulatory tax imposeii"by the Revenue Act of 1918 
was one on the products of child labor. An act had been passed 
on September I. 1916 (39 Stat. L .• 675). prohibiting interstate 
commerce in the products of child labor. This act went into 
effect on September I. 1917. but was declared unconstitutional 
on June 3. 1918." Therefore it was decided to endeavor to effect 
a national regulation of child labor through the taxing power. 
Title XII of the act of February 24. 1919 (40 Stat. L .• 1138). 
imposed a tax of 10 per cent on the net profits of any person. 
firm. or corporation employing child labor. This tax presented 
many novel administrative features. and accordingly a Child Labor 
Tax Division was organized for its enforcement. This act was in 
effect until May IS. 1922. when it was declared unconstitutional.-

There were also incorporated in the act of February 24. 1919. 
some amendments to the narcotic law of 1914. In the enforcement 
of this act. it early became evident that important amendments 
were needed. and with the view to improving the law the Secretary 
of the Treasury on March 25. 1918. appointed a special committee 
heade!! by Henry T. Rainey. a member of the House of Representa
tives. to investigate the traffic in narcotic drugs in the United 
States. This committee was engaged upon the investigation for 

, approximately one year. and the result of its work was reported 
to the Secretary of the Treasury on April IS. 1919. and published 
in June. 1919. in pamphlet form under the title" Traffic in Narcotic 
Drugs." Prior to the completion of its work. this committee 
had obtained enough data to convince it that there was nationwide 
use of narcotic drugs for other than medicinal needs. and that 
such use for the satisfaction of addiction had materially increased 
in certain sections of the country. despite the vigorous efforts 
exercised in the enforcement of the Harrison Act as it existed. 
In view of the opportunity then presented by the pending revenue 
bill of 1918. a preliminary report was made suggesting amendments 
to the act which would materially aid in its enforcement. This 
resulted in the enactment of Sections 1006. 1007. and 1008 of the 
Revenue Act of 1918. which changed the special or occupational 

• Hammer "4. Dagenhart, 1241 U. S. 251 • 
• Child Labor Tax Case, 259 U. S. 20. 
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tax (which had been one dollar per annwn, without distinguishing 
among persons engaged in importing, manufacturing, dealing in, 
administering, or dispensing the drugs) into five separate annual 
taxes; namely, importers, manufacturers, producers, or com
pounders, $24; wholesale dealers, $12; retail dealers, $6; practi
tioners, $3; manufacturers of or dealers in those commodities.. 
specifically exempt from stamp tax by reason of their small nar
cotic content who did not pay a tax in a higher class, one dollar 
per annum. There was also a stamp Qr commodity tax of one 
cent per ounce or fraction thereof on narcotic products not specif
ically exempt by reason of their small narcotic content, to be paid 
by the importer, manfacturer, producer, or compounder, collected 
by means of stamps to be affixed to the container. 

The act of February 24, 1919, created an Advisory Tax Board 
to be composed of six members to be appointed by the Commissioner 
of Internal Revenue with the approval of the Secretary of the 
Treasury. It was provided that the board should cease to exist 
in two years or at such earlier time as might be designated by the 
Commissioner. The act provided that" The Commissioner may, 
and on request of any taxpayer directly interested shall, submit 
to the board any question relating to the interpretation of the 
income, war profits, or excess profits tax laws, and the board shall 
report its findings and recommendations to the Commissioner." 
This board was organi.ed on March 13, 19190 and was dissolved 
on October 1. 

The dissolution of the Advisory Tax Board was followed by 
the organi!lltion of the Committee on Appeals and Review as an 
independent unit of the Bureau of Internal Revenue. responsible 
only to the Commissioner. Its personnel embraces a chairman, 
vice-chairman. eight members, and a secretary, who have had 
legal or technical experience in the Bureau and training or experi
ence outside the Bureau particularly quali fying them for the 
nature of the work involved. Those men give their entire time 
and attention to the hearing and consideration of cases which have 
been appealed by taxpa~rs and to questions upon which the advice 
of the committee is asked by the Income Tax Unit. 

The act of February 24. 1919, also provided for five deputy 
commissioners as well as for a readjustment of the salaries of 
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collectors, with the proviso that ... .ro collector should receive more 
than $6000 a year. 

A "Sales Tax Division" had been organized in anticipation 
of the Revenue Act of 1918, but upon the enactment of that act 
a "$ales Tax Unit" was organized, and a deputy commissioner 
was assigned to its supervision. This unit was charged with the 
interpretation, administration, and collection of taxes on trans
portation, telegraph, telephone, radio, cable, and other facilities; 
insurance policies; soft drinks and other beverages sold in bottles 
or other closed containers; soft drinks, ice cream, and similar 
articles sold at soda fountains or similar places of business; 
admissions and dues; sales by manu facturers; works of art and 
jewelry; sales by the dealer of wearing apparel, etc.; motion
picture films; toilet and medicinal articles; businesses and occupa
tions, the use of motor boats; and documentary and proprietary 
stamp taxes. 

On December I, 1919, the Tobacco and the Miscellaneous divi
sions were placed under the jurisdiction of the Sales Tax Unit, 
and on January 7, 1920, these two divisions were consolidated in 
the Tobacco and Miscellaneous Division. On April 12, 1921, the 
"Tobacco and Miscellaneous Division" was transferred from 
the . Sales Tax Unit and installed in the Miscellaneous Unit. 
Another change was Inade on July 19, 1921, when the adminis
trative supervision of the Cotton Futures Act, the stamp tax on 
issues, sales, and transfers of stocks and sales of products for 
future delivery, the stamp tax on documents, and special taxes 
upon businesses and occupations and upon the use of boats was 
transferred from the Sales Tax Unit to the Miscellaneous Division 
of the Supplies, Stamp and InforInation Unit. This last change 
consolidated the administrative supervision of the above taxes 
with the other miscellaneous taxes, such as oleoInargarine, adul
terated butter, renovated butter, filled cheese, mixed flour, and 
white phosphorus Inatches, and relieved the Sales Tax Unit from 
supervising the collection of any taxes except those which are 
regarded as purely sales taxes. 

Increase in Personnel. By June 30, 1919, the personnel of the 
Bureau in Washington had increased to 30<)0 and that of the field 
force to 10,965, a total of 14,055, or an increase within a year of 



HISTORY 59 

145 in Washington and 3623 in the field. The expenditures rose 
from $12.003.214 during the fiscal year 1918 to $20.573.771.52 
during the fiscal year 1919. The collections during the fiscal 
year 1919 amounted to $3.850.150.078.56. 

One of the important changes in the development of the In
come Tax Unit occurred in 1920 when a Field Auditing Division. 
now known as the Field Division. was established. This division 
is charged with the field investigation of income and profits taxes. 
Before the Field Auditing Division was established the revenue 
agents and inspectors of the field force served all the various units 
of the Bureau and investigated cases involving internal tax matters 
of all kinds. They were responsible to the. chief of the revenue 
agents. who in turn was directly responsible to the Commissioner. 
The great importance of the audit work of the Income Tax Unit 
is shown by the fact that during the year 1920 there were assessed 
$376.977.66749 additional taxes. while during the fiscal year 1921 
the amount assessed was approximately $350.000.000. 

By the end of the fiscal year 1920 the Washington force had 
increased to 5912 and the field force to 12.528. a total of 18MO; 
of the field force 2134 were employed in connection with pro
hibition en forcement. A year later. at the end of the fiscal year 
1921. the total force had increased to 20.159. of which 7014 were 
in Washington and 13.145 in the field. Of the Washington force. 
5376 were employed in the Income Tax Unit. 503 in prohibition 
and narcotic enforcement. and 1203 in the other branches. The 
total expenditures were $29.6470439.71 for the fiscal year 1920 
and $40.230.000 for the fiscal year 1921. The collections amounted 
to $50407.580,251.81 in the fiscal year 1920 and $4.595.000.765.74 
in the fiscal year 1921. 

Rft .. M' Ad of 1921. On November 23. 1921. a new revenue 
act was passed which changed the rates OIl many items and abolished 
some of the taxes altogether. The taxes abolished were those on 
excess profits. transportation. soft drink sales at soda fountains. 
furs. toilet articles and patent medicines, and so-called luxuries. 
The most important administrati,'t feature of this act is the one 
providing for the appointment of the Tax Simplification Board 
consisting of three members representing the public appointed 
by the President and three oIIicers of the Bureau of Internal Rev-
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enue designated by the Secreta,.,. of the Treasury. The duties 
of this board are "to investigate the procedure of and the forms 
used by the Bureau in the administration of the internal revenue 
laws, and to make recommendations in respect to the simplification 
thereof." It will cease to exist on December 31, 1924. 

Control of Liquor TraRic, 1917-1922. The regulatory activities 
of the Bureau of Internal Revenue in relation to the liquor traffic 
began with the Executive order of September 2, 1917. As these 
activities form a distinct phase in the development of the Bureau 
the discussion has been deferred to this point in order to make 
it continuous. 

The Food and Fuel Control Act of August 10, 1917 (40 Stat. 
L., 282), pr~vided that within thirty days after its passage .. no 
foods, fruits, food materials or feeds shall be used in the production 
of distilled spirits for beverage purposes,"and the President was 
authorized to limit the use of foods in the production of malt or 
vinous liquors. On August 10 an Executive order was issued 
creating the Food Administration, to which was assigned all 
duties connected with the enforcement and administration of the act. 
On September 2, 1917, another Executive order was issued trans
ferrini to the Bureau of Internal Revenue the entire control 
over the production of distilled spirits. On December 8, 1917 

, (40 Stat. L., Pt. 2, 1728), a proclamation was issued providing that 
no food material should be used in the manufacture of malt 
liquor except by license from the Commissioner of Internal Reve
nue; this proclamation also restricted the amount of food material 
to be used for malt liquor and provided that malt liquor must 
not contain more than 2.75 per cent of alcohol by weight. On 
September 16, 1918, another proclamation was issued (40 Stat. 
L., Pt. 2, 1848) providing no food material should be used in 
the manufacture of malt liquor after December I, 1918, regardless 
of whether such liquor was intoxicating or not. 

The proclamation of January 30,1919 (40 Stat. L., Pt. 2, 1930), 
allowed the use of grain in the manufacture of non-intoxicating 
malt beverages, and the proclamation of March 4, 1919, allowed 
the use of other food material for the manufacture of non
intoxicating beverages. 

Neither the act of August 10, 1917, nor the everal proclamations 
of the President prohibited the sale of distilled or malt liquors, 
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but the act of November 21, 1918 (40 Stat. L., 1045), contained 
~ proviso that no food product should be used in the manufactu~e 
of malt or vinous liquor after May.I, 1919. and that no liquor 
should be sold for beverage purposes after June 30, 1919, except 
for export. This prohibition was to be in effect until the conclu
sion of the war and thereafter" until the termination of demobil
ization. the date of which shall be determined. and proclaimed 
by the President." 

On January 29. 1919. the Department of State issued a proc
lamation stating that as thirty-six states had ratified the con
stitutional amendment prohibiting the manufacture and sale of 
intoxicating beverages, the amendment would be in effect on 
January 16. 1920. On October 28. 1919. the National Prohibition 
Act (41 Stat. L .• 30S) became a law over the President's veto. 

The act of October 28. 1919. places the primary police duty 
in connection with its enforcement on the Commissioner of Inter
nal Revenue. although the actual prosecution in the courts is con
ducted by the district attorneys who are under the Department 
of Justice. The Commissioner of Internal Revenue was likewise 
given power to issue permits for the manufacture, sale. and trans
portation of alcoholic liquor for religious, medicinal. and industrial 
purposes so far as these are recognized by the law. The Commis
sioner also retained all the duties previously con ferred upon him 
relative to the collection of taxes on the alcoholic liquor which. 
was authorized to be manufac:tured and sold. The National 
Prohibition Act permits the appointment without regard to Civil 
Service rules of executive officers appointed by the Attorney 
General or the Commissioner of Internal Revenue to have immedi
ate direction of the enforcement of the law. of persons authorized 
to issue permits. and of agents and inspectors in the field service. 

As soon as the National Prohibition Act was passed the Com
missioner of Internal Revenue appointed an organization committee 
which. on November S. 1919, submitted a recommendation for 
the creation of a new unit in the Bureau' of Intema1 Revenue 
one branch of which was to be charged with the enforcement of 
the penal and ~Iatory provisions of the law, and the other to 
supervise the administrative features of the law covering traffic 
in non-beverage liquors. The recommendations of the committee 
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.... -were approved by the Commissioner of Internal Revenue and 
by the Secretary of the Treasury November 12, 1919. 

On December 22, 1919, a permanent form of organization for 
the Prohibition Unit was put into effect. Section 38 of the 
National Prohibition Act provided for an appropriation of $2,000, 
000 for the use of the Commissioner of Internal Revenue and 
$roo,ooo for the use of the Department of Justice for the enforce
ment of the act. The organization plan adopted included a unit in 
charge of a prohibition commissioner, at an annual salary of $7500 
and an assistant commissioner at $5000 per annum. A Legal 
Division, Executive Division, Field Force Division, Narcotic Divi
sion, Division of Technology, and a Division of Audit and Sta
tistics constituted the original organization of the Prohibition Unit. 

There was also organized a prohibition field force with two 
classes of supervisory officers, known as supervising federal pro
hibition agents and federal prohibition directors, each with a force 
of employees operating under their immediate control. The ter
ritory embracing the United States, Hawaii, and Porto Rico was 
divided into twelve departments, each in charge of a supervising 
federa-t prohibition agent. Each department had a mobile policing 
force of federal prohibition agents. There was also in each state, 

, and in the territory of Hawaii and in Porto Rico, a federal prohibi
tion director. On account of the immense quantity of spirits stored 
in bonded warehouses throughout the country, the act of March 
6, 1920, authorized the appointment of guards to be stationed 
at these wa,rehouses. Effective May I, 1920, all unassigned 
storekeeper-gaugers who had been performing guard duty at such 
warehouses and who were qualified, were transferred to the posi
tion of warehouse agents. 

A reorganization of the Prohibition Unit was effected in 1921. 
On August I, 1921, the offices of the twelve supervising federal 
prohibition agents were abolished and their executive duties trans
ferred to the federal prohibition directors. 

Extent of Service at the End of the Fisc:al Year 1923. During 
the fiscal year 1922, the total amount collected by the Bureau 
of Interual Revenlle was $3,I97A51,083 divided as follows: 
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Cou.IcTIONS BY BUUAU OF INTEIINAL REVENUE, FISCAL YUR 1923 

Sourcq 

Distill..! spirit •• including wines. etc. .•••.••.•••. $ 
Fermented liquors ............................. . 
Tobacco manufactures .........................• 
Oleomargarine .............•................... 

45.563,35047 
46.086.00 

270.759.38444 
2,121,079.68 

90.544.039.59 Capital-stock tax. including other special taxe ••.•. 
Miscellaneous, including war excise taxes, etc.,. 

since 1917 .................................. 686.881.719.92 
Revenue stamps sold by postmasters •.•••.•.••••• 14,616,958.05 
Income and profits taxes ........................ 2.086.918.464.85 

Total ••••••••..••••••.•••••••••••.••••• $3.197.451.083.00 

At the end of the fiscal year 1922 the number of employees 
was 21.388 distributed as follows: 

In Washington ....................................... 7.275 
Collecton' offices ..................................... 7.710 
Internal revenue agents' force ......................•. 3,251 
Prohibition field forces. including narcotic officers ...... 3.074 
Assistant supervisors of collecton •••••••••••••••••••.. 51 
Special agents (Special Intelligence Unit).............. 52 
Storekeeper-purer' ................................. 575 

21,388 

The total expense of administering the affairs of the Burmu 
during the fiscal year 1922. as far as it can be allocated. was $41. 
946.155.54. of which $101.042.26 was charged. to the appropria
tion of the Treasury Department for printing and binding.
$267.738.80 to the appropriation of the Treasury Department for 
stationery.- and $41.577037449 to the appropriations made to the 
Bureau of Internal Revenue. 

The reports do not show the amount expended by the Burma 
of Engraving and Printing for the manufacture of revenue stamps; 
this amount was almost $700.000.00 during the previous 6scal year. 

The amount charged to the se1le!'8l appropriations made to the 
Bureau was as fol1ows: 

• III addition prinq costing $~ was ~ to tho ___ 
lion. made to tho Buruu of Internal ReftDue. 

• In addition $83.574-04 was ~ to ~ _de to tho 
Bureau of Internal ROftDue. 

as-6 
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EXPENDITURES, BY BUIlEAU OF INTEIlNAL REvEKUE, FISCAL YEAR ]922 

Appropriation 
Travel Telephone and 

Salariee Rene Telegraph 
Salariea and expenses of col

lectors. etc. 
Collecting the war revenue .. 
Enforcement of the narcotic 

and national prohibition actI 
(narcotic part). 

Enforcement of the narcotic 
aDd national prohibition acta 
(prohibition part). 

Sa1atiea. office of Commis
aioner.S 

Tax Simplification Board •.•• 

Grud total ... _, .. ,' ". 

expense. 
$ 3.77:11,238•65 , 315.4°1·34 

l~'"{'::: 
$,280.4.8.09 

92 8.50 
4.846."5. 16 

1,298.396.10 • 84.108.19 
67,.90'.48 

1,211,20 

"'5.144.118.13 $3.982,339." S,.6s •• nS.38 

Appropriation 
Salaries and experuln of collecto .... etc .... 
Collecting the war revenue ..•....•.....•• 
Enforcement of the narcotic and national 

SuppJies 
aDd 

equipment 

$285:143'.9; 

Anotbermi .. 
cellaneou. 

$13.944.16 
911,953·45 

prohibition act. (narcotic part) ...•....• 
of the narcotic and national 
acts (prohibition part) •••••• 

omrnisaioner ••••••••••• 
Board •••.•..••.••••••• 

1.545·02 

56.827.80 

12,384.» 

592.350.37 

$85 ... 30.68 

2.513·45 

23.36,.6 • 

$ln.311,'4 

Total 
'4,101,:'11)0.15 
29.591,948.59 

6,:;4J.994 .. 10 
679,901.48 

J,211.20 

Grand total ••••••••••••••••••••.•.• $343.516.73 ",530,632.20 $41.577.314.49 



CHAPTER II 

ACTIVITIES 

The activities of the Bureau of Internal Revenue fall into two 
general classes: ( 1 ) The collection of internal taxes, and (2) 
the regulation or prevention of traffic in certain commodities. 
Incidental to the two classes of principal activities are the collection 
of statistics and the making of chemical researches. In considering 
the activities it will be necessary to pay some attention to the 
procedure employed in order to obtain an idea of the extent of 
the work carried on. 

Work Common to All Activities. An important part of each 
activity is the legal work connected with the interpretation of the 
laws, the drafting of regulations, and the prosecution of civil and 
criminal cases in the United States courts. The more important 
part of the legal work is carried on in the Office of the Solicitor 
of Internal Revenue, an office created by the act of July 13, 1866 
(14 Stat. L., 1;00), although there are attorneys in the several 
units of the Bureau who pass on minor matters of legal import 
or prepare the case for submission to the solicitor. 

The interpretive work may be separated into two general classes: 
( I) The preparation and revision of regulations relating to the 
laws administered by the Bureau, and (2) the preparation of 
opinions and infom" memoranda, and a review of such rec0m

mendations and memoranda and letters prepared by the several 
units in which information is furnished with respect to matters 
under the jurisdiction of the Bureau. 

The legal work also embraces the general oversight of aU civil 
and criminal cases for offenses against the laws. While the 
enited States attorneys are charged with the prosecution of both 
civil and criminal cases and the defense of aU suits for aU taxes 
illegally collected. the Bureau of Internal Revenue prepares the . 
important cases for trial, both as regards law and fact, and sends 

6s 
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to the attorney a brief setting forth of all pertinent circumstances 
connected with the case. 

An important part of the legal work is the compromising of 
violations of the law. The Commissioner of Internal Revenue is 
given specific authority by law to compromise both civil and crimi
nal cases under the internal revenue laws and civil cases under the 
National Prohibition Act. A person who has violated any internal 
revenue law and become liable to any civil or criminal penalty 
may submit to the collector of internal revenue for the district 
in which the violation occurred an offer in writing, addressed to 
the Commissioner of Internal Revenue, accompanied by cash or 
a post office money order or certified check made payable to the 
collector in the amount he wishes to offer. The collector then 
deposits this amount to the credit of the Treasurer of the United 
States and prepares a letter setting forth the facts in the case, 
with his recommendation as to the advisability of accepting or 
rejecting the offer, and forwards it to the Commissioner of Internal 
Revenue, together with the written proposal of the person subject 
to pemilty. Upon receipt lif the offer in the office of the Com
missioner of Internal Revenue, an investigation is made by the 
lIeputy commissioner in charge of the administration of the law 
alleged to have been violated, and, after all the facts are ascertained, 
a brief of the record is made, setting forth in substance the facts 
reported by the revenue agent, if any report has been made, and 
the explanation made by the proponent, together with a statement 
of the amount offered, accompanied by the recommendation of 
the deputy commissioner under whose jurisdiction it comes as to 
the advisability of accepting or rejecting the offer. 

In making his investigation the deputy commissioner asks an 
opinion and recommendation from: (1) The revenue agent who 
reported the case, if it was reported by a revenue agent, and (2) 
the attorney in charge of the case, if prosecution has been insti
tuted before the United States Commissioner. Often, but not 
uniformly, the recommendation of the attorney is asked even 
though proceedings before the United States Commissioner have 
not been begun. 

I f the offer is rejected an endorsement to that effect is made 
on the brief by the Solicitor of Internal Revenue and the file is 
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returned to the deputy commissioner, who gives notice of the 
rejection to the proponent and the collector of internal revenue 
in whose district the violation occurred. If it is thought that the 
case should be prosecuted, notice to that effect is included in the 
notice of rejection, while if the rejection is on account of U1e 
inadequacy of the amount offered, the proponent and the collector 
are notified of the minimum offer which may be accepted. Any 
additional offer made by a proponent goes through the same course. 

When a compromise offer is accepted the opinion of the Solici
tor, or officer acting as such, with his reasons therefor, together 
with a statement required by law (R. S. 3229) are endorsed upon 
the brief and placed on file in the office of the Commissioner. 
Thereupon the Commissioner certifies the case to the Secretary 
of the Treasury for his approval, and with his advice and consent 
the compromise is finally accepted by forwarding a written notice 
to the proponent and the collector, also to the United States 
attorney in cases in which he is interested. 

The foregoing is the procedure in cases where no suit has been 
instituted. In cases where suit has been instituted after approval 
by the Secretary of the Treasury, the case is sent to the Attorney 
~neral, and if he concurs in recommending the acceptance of the 
offer, it is accepted. 

The search for objects of taxation is one of the most important 
of all administrative duties of internal revenue officers. It is 
conducted along special lines according to the character of taxes 
involved. 

It.is upon the faithful and efficient administration of the affairs 
of this particular branch of the service that the entire system rests. 
Laxity, indifferel":e, or weakness on the part of collectors. deputies, 
internal revenuf. agents, or other employees in the performance 
of their duties is generally reIIected in an increasing tendency on 
the part of the ta.'<P8yers to evade the law, and a materia1 reduc
tion in the amount of revenue collected. 

It will be shown later in the discussion of each of the tax 
coIlecti"( al-tivities how additional assessments are levied on tax
pa)'US following the discovery of errors by the ftrification and 
audit of returns both in the collectors' ofIice and at Washington. 
Many of 1 he errors so discovered are due 10 ignorance of the law, 
some to WIlful attempt at evasion. Instances of wilful attempts 
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at evasion are usually turned over to trained investigators, and 
if substantial proof of intent to defraud is available, all the evidence 
and facts of the case are furnished the Solicitor in order that a 
proper case for prosecution may be prepared. 

Section 3172 of the Revised Statutes, as amended by the act 
of November 23, 1919 (42 Stat. L., 3II), states that every col
lector shall, from time to time, cause his deputies to proceed 
through every part of his district and inquire concerning all persons 
therein who are liable to pay any internal revenue tax, and all 
persons owning or having the care and management of any objects 
liable to pay any tax. In order that various officers of the service 
may have the authority to enter premises when searching fOT 
objects of taxation, Section 3177 of the Revised Statutes provides 
that any collector, deputy collector, or inspector may enter in the 
daytime, any building or place where any articles or objects subject 
to tax are made, produced, or kept, within his district, so far as 
it may be necessary for the purpose of examining such articles 
or objects. When such premises are open at night, the officers 
may enter them whIle so open, in the perfonnance of their official 
duties. Most of this work in the field is perfonned by deputy 
collectors. The success of a deputy in locating delinquents depends 
to a great extent upon his knowledge of the law and regulations 
<elating to the tax on which he is working. Deputies are usually 
assigned to search for delinquents in one particular class of taxes, 
although deputies are supposed to be well infonned on all matters 
of taxation. In order to assist the field officers in improving their 
qualifications there is a correspondence study department- under 
an instructor who is well versed in all phases of internal revenue 
law and procedure. This department gives courses on the law and 
procedure relating to the individual income tax, corporation income 
taxes, special stamp taxes, excise taxes, and miscellaneous taxes. 
It also gives supplementary courses in commercial bookkeeping. 
accounting, and elementary law. 

The adjustment of claims for taxes erroneously assessed is 
an important duty which is discharged by the Commissioner upon 
the recommendation of the collector or of the Solicitor. In the 
case of internal revenue taxes it is presumed that the assessment 
is correct, and the burden of proof in rebutting the presumption 
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and showing that it was improperly or illegally assessed, or that 
relief should be given under a remedial statute, rests upon the 
applicant for abatement. The applications must therefore contain 
full and explicit statements of all the material facts relating to the 
claim in support of which they are offered and to the proper 
consideration of which they are essential. The legality of the 
claim is to be determined by the Commissioner upon the facts 
presented by the affidavits. The filing of the claim for abatement 
does not necessarily operate as a suspension of the collection of 
the ta.'< or make it any less the duty of the collector to exercise 
due diligence to prevent the collection of the taX being jeopardized. 
He should, if he considers it necessary, collect the tax and leave 
the taxpayer to his remedy by a claim for refund. 

To facilitate the collection of taxes the United States is divided 
into sixty-five collection districts each of which is in charge of 
a collector of internal revenue. In each district are branch offices, 
which, under the direction of the collector for the district, sell 
stamps, receive returns, and collect taxes. All returns required 
to be submitted by the taxpayer are made to the collector of 
internal revenue or to one of his deputies in charge of a branch 
office. All payments are also made to these officers. Certain 
classes of returns are audited by the collectors' offices while other 
classes are audited by the central office in Washington. Any 
examination of the books necessary to verify the returns is made 
by traveling auditors working under the direction of the Wash
ington office. 

Collection of Internal Taxes. The activity for which the office 
of Commissioner of Internal Revenue was created. and which occu
pied all its energies for some years was th~ collection of interna1 
taxes. As the p~ure and methods of collection vary according 
to the character of the tax these activities mav be considered under 
the following heads: . 

I. Individual. corporation. and partnership iDcome taxes. 
a. F.state taL 
3- Tax 01\ the ""pita! stock of corporations. 
40 Tax .. 01\ sales of specified c:ommoditi .. or ___ ices. 
So Occ:upatiooal or lieease _ 
6. Stamptaxea. 
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Collection of Income Tax. Under income tax co\1ections is 
included the work of assessing the taxes on the incomes of corpora
tions and individuals, as we\1 as the tax on excess profits. The 
excess profits tax was repealed by the act of November 23, 1921, 
which provided that it should be co\1ected for the year 1921 but 
not thereafter. This tax is therefore not being co\1ected at present, 
and a fter the returns are audited it wi\1 no longer figure in the 
activities of the Bureau, except as to action on the claims which may 
be filed for the refund of tax a\1eged to have been erroneously 
co\1ected. 

The first income tax was imposed by the act of August 5, 1861 
(12 Stat. L., 3og). This was superseded by the act of July I, 1862 
(12 Stat. L., 473), which was amended several times, and which 
was repealed to take effect at the end of 1871 (16 Stat. L., 261). 
An income tax law was included in the tariff act of "1894 (28 Stat. 
L., 553), but it was declared unconstitutional on May 20, ISgS. 
The tariff act of August 5, 1909 (36 Stat. L., 112), imposed an 
excise .- tax on the net income of corporations in excess of $5000. 
This tax remained in force until the passage of the act of October 
3, 1913 (38 Stat. L., 166), which imposed a tax on the income 
"of both individuals and corporations. This act was amended or 
superseded by the acts of September 8, 1916 (39 Stat. L., 756), 
October 3, 1917 (40 Stat. L., 329), February 24, 1919 (40 Stat. 
L., 1057) and November 23, 1921 (42 Stat. L., 227). The present 
tax on individuals is a normal tax of 4 per cent on net taxable in
comes of less than $4000 and 8 per cent on net taxable incomes in 
excess of $4000, with a progressive surtax on net incomes in excess 
of $6000. The present tax on corporations is 12} per cent. 

A\1 income taxes are self assessed and are computed on the 
basis of returns rendered by persons or corporations except in the 
case of certain trust estates, for which a return is made by the 
fiduciary and in case of non-resident aliens, whose tax in certain 
cases is co\1ected from the person making the payment. Under 
the present law a return is required from each individual having 
a gross income of $5000 for the taxable period, a net income of 
$1000 if single or if married and not living with husband or wife, 
or a net income of $2000 if married and living with husband or 
wife, and from every corporation not expressly exempt from 
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the tax. This return must be filed before March IS of each 
year with the collector of internal revenue, either directly or 
through the local deputy of the district in which the taxpayer 
resides or has his principal place of business. The taxpayer 
himself computes the amount of tax due, which may be paid 
in quarterly installments. 

It has been the custom for coIlectors of internal revenue to 
mail a copy of the blank for income tax return to each person 
making a return for the previous year, but failure to receive a 
blank does not excuse the taxpayer from making the return. 
The local officers also give advice and assistance to taxpayers 
who need help in preparing their returns. 

It is the duty of the collector to see that every person liable 
to tax makes a return. Section 3172 of the Revised Statutes, as 
amended by the act of November 23, 1921 (42 Stat. L., 311), 
provides that .. Every collector shall, from time to time, cause 
his deputies to proceed through every part of his district and 
inquire after and concerning all persons therein who are Iiahle 
to pay any internal revenue tax, and all persons owning or having 
the care and management of any objects liable to pay any tax, 
and to make a list of such persons and enumerate said objeets." 
If any person or corporation fails to make a return the collector 
is authorized to examine the books and accounts and prepare 
the return. 

The most efficient check on evasion is the provision for obtaining 
information at the soun:e. Every person or corporation making 
payments of interest, rent, salaries, or other fixed and determinable 
gains aggregating $1000 or more in any taxable year to another 
person or corporation, is required to report the amount of such 
payments to the Commissioner of Internal Revenue. A separate 
slip is made out for the payments to each individual, and these 
slips are afterwards assorted and checked against the income tax 
return. In this way information is obtained regarding a part of 
the income of practically all wage earners and salaried persons, 
... ·ho work continuously for one anployer, as at present there 
are few persons who earn less than $1000 a year. This information 
at the source is not collected regarding the salaries of go?erD-. 
ment employees. The law provides that offia:rs of the United 
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States shall make returns of payments under such regulations 
and in such form as may be prescribed by the Commissioner 
of Internal Revenue. The Commissioner has not required returns 
of this character in the case of payments by the United States 
Government to sailors and soldiers and to its civilian employees 
because such information is already available from the govern
ment's own records. 

Another check on payments is the return of information, regard
less of amount, in case of payments of interest upon bonds, mort
gages, deeds of trust, or other similar obligations of corporations. 
In this case a separate slip must be prepared for each payment; 
these slips are then sorted and checked against the return made by 
the taxpayer. . 

In order to give publicity to the names of persons making 
returns there are prepared and made available in the office of 
the collector of each district and in such other places as he may 
determine, lists containing the names aM addresses of individuals 
making returns in such districts. These lists do not show the 
gross ctr net income or the amount of tax paid. The returns 
themselves are open to inspection only on order of the President 
and under rules and regulations approved by him. Corporation 
'returns are available to the proper officers of a state imposing an 
income tax and also to bona fide stockholders of record owning 
I per cent or more of the outstanding stock. 

On receipt of the return in the co)\ector's office it is turned 
over to the Cashier's Division, where it is numbered, the payment 
deposited, and notation made on it regarding the amount paid. 
It is then forwarded to the income tax division of the collector's 
office, which makes a complete audit of all returns for individual 
incomes- of less than $5000 and a preliminary examination of 
returns of individuals reporting income in excess of $SOOO and 
of returns of all corporations, in order to ascertain if the return 
has been executed in the proper manner. 

The audit of the returns includes the verification of additions, 
subtractions, and computation of tax and an examination of all 
deductions and exemptions in order to ascertain if they are prop
erlyallowable. AU returns for years prior to 1918 were forwarded 

. by the co)\ectors to Washington for audit, but beginning with 
the retJtms for 1918, the collectors have audited all individual 
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returns for incomes of less than $5000. Of the returns for 1918, 
about 3,500,000 or more than 80 per cent of the total were com
pletely examined in the offices' of the collectors. 

After the examination at the collector's office, the returns are 
listed on assessment lists, which are really ledger sheets. These 
lists are made in duplicate, the original being forwarded to the 
Washington office where the total is charged to the collector . 

. After the assessment list is cQmpleted, all the returns of indi
viduals having incomes of $5000 and over and returns of cor
porations are forwarded to the Income Tax Unit at Washington, 
where the returns are checked against the assessment lists. After 
the lists are formally assessed by the Commissioner, and the proper 
charge is made against the collector, they are returned to the 
collector. 

The work of the Income Tax Unit .consists of the review, 
verification, and audit of the returns of individuals with incomes 
of over $5000 and the returns of corporations of every character, 
regardless of the amount of income. This is a task of large 
proportions, not only because of the great number of cases handled, 
but also by reason of the legal and accounting principles which 
must be applied. . 

The audit and verification of income and excess profits returns 
include work extending from proof of arithmetical additions and 
subtractions on the face of returns to personal inspection, in 
many instances of the hooks and records of the taxpayers. This 
work may be divided into two principal parts: (I) The office 
audit, which includes the checldng by a staff of auditors in the 
Bureau of Internal Revenue at Washington of the return itself 
and an analysis, in conjunction with the return, of additional 
information secured by correspondence; and (2) the field audit, 
which consists, in selected cases, of the extension of the office 
audit to an inspection by an auditor in the field of the taxpayer's 
books and records of account. 

One of the difficulties e",:ountered after the passage of the 1918 
War Revenue Act was the lack of available qualified accountants 
to handle the more intricate questions that arose in administering 
the income tL't law. This was somewhat overcome by a scheme 
of recruitment and training of a 1arge force of income and excess 
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profits experts. Erroneous interpretation of the income tax pro
cedure bas caused many mistakes in the returns which have been 
filed since the 1918 law went into effect. Frequently these mistakes 
result in overpayment to the government, but more frequently 
in underpayment. The great importance of the audit work, as 
far as it relates to income tax returns is shown by the fact that 
additional taxes aggregating $376,977,66749 were assessed during 
the fiscal year 1920. The Commissioner in his report for that year 
stated "that with the prospective increase in personnel it is 
believed that the assessments to be made during the fiscal year 
1921 may result in the collection of a billion dollars in additional 
taxes." The results, hqwever, show the figures to have been 
overestimated, as only $357,078,422.86 in additional taxes were 
assessed during the fiscal year 1921 and $187,282,664.15 during 
the fiscal year 1922 as a result of the verification and audit of 
the income tax returns. 

The detailed auditing in Washington is done in the Personal 
Audit Division, the Corporation Audit Division, the Special Audit 
Division, and the N alural Resources Division. The procedure 
is essentially the same in each of these divisions. The audit. is 
made in order to see that the computations are properly made, 

. that the deductions and exemptions are those allowed by law, 
and that there is included in the return all income reported in 
the information returns submitted by persons making payment 
of determinable gains of $1000 or over and by corporations 
making payment of interest. Each return is audited by two ex
aminers working independently, and any difference between the 
findings of these examiners is adjusted in conference. Up to the 
spring of 1922 a third independent audit was made by an examiner 
in the Review Division, but at that time the Review Division was 
abolished in order to expedite the work. In case the auditors 
raise any question regarding the correctness of the return, a 
letter is addressed to the taxpayer through the office of the local 
collector, or if such a course is deemed necessary, instructions are 
sent through the chief of the Field Division to a revenue agent 
to make an examination of the books of the taxpayer. The audit 
divisions also pass on claims for refund of taxes paid in error, 
the procedure in the case of claims being essentially the same as 
in the original audit of the returns. During the fiscal year 1922, 
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the number of claims received was 135,637 an increase of 7114 
over the preceding year. During the fiscal year 1922, there were 
adjusted 167.405 claims, compared with 82,668 during the pre
ceding year. 

During the fiscal year 1922, the number of returns audited by 
the Washington office was 954,731, compared with 1,570,937 for 
the previous year. The table below shows the number of income 
tax returns for each year audited by the Washington office up to 
August 31, 1922, and the number which remained to be audited 
on that date. 

STATUS or AUDIT or INCOME TAX RETURNS ON AUGUST 31, 1922' 

Total returnl Return. audited Balance to be audikd 
Cl .... ad'eu to be audited 

and re:audited Number Per ceDt Number Per cut 

Personal: 

!~:,:::::::::::: 860.000 846,~ 98 13.462 a 
7.15,000 703.5 97 21,416 3 

1919 ........ • ... 860.000 832.23S ~, 27.~ ~ 1920··· ......... 890>.000 161,U.3 708. 7 
1921 ............ 890.000 890.000 100 

Total ..•••••• 4.2.15,000 '.543.473 60 1.681.527 40 

Corporation : 
191"' •••••••••••• J{i6.600 3JO,010 r: ~.590 10 
19I5 ............ J80,J86 319,720 .666 16 
1919 ...... •••• .. ~~t= 

2[",OsS 57 161.864 43 
1920 ...... _ .... 6,].t'''7 IS _,523 82 
1921 ............ 350.000 750 349.250 100 

Total ........ 1.830.008 928.015 51 902.893 49 
Grand total .. 6.055.!I08 3.471,488 57 2.584.430 43 

During the fiscal year 1922, additional taxes amounting to 
$187,28.2.6/4.15 were assessed as the result of this audit. Of this 
amount $79,679.860.97 was the result of the work of the audit 
divisions in Washington. and $107.602,803.18 was assessed as a 
result of the joint work of the audit divisions in Washington 
and the fidd examinations by re\-enue agents. 

The ~xperi~nce of the Bureau has demonstrated that the ~
ficatioD and audit of corporation returns can be most a:ooomicaIly 
and ~iently accomplished by dealing with them according to 

• Socond d.ficienc:y appropriatioa bill, 1'J:13. Ht:ariup ... fOft suha>m
miltft of House Committee oa Appropriatioos, P. 44-
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industrial classification. Auditors are selected and developed as 
specialists in particular classes of enterprises. Following are the 
classes into which the returns are assembled for the purpose of 
audit: 

I. Production of Raw Materials. This classification includes 
the returns from enterprises in which the major activity has to 
do with the production of raw materials, such as ores, oil, lumber, 
and the like. 

2. Manufacturing. This class includes the returns froll) enter
prises in which the major activity has to do with manufacturing. 
The general classification of manufacturing is subdivided into 
various classes, among which may be mentioned food and food 
products, rubber products, wood products, stone, clay and glass 
products, paper products, publishing and printing, iron and steel, 
and metal products other than iron and steel. 

3. Distribution. This class includes the returns from enterprises 
in which the major activity is trading. The principal division 
whici) is made of this class is the separation of the wholeSl\le 
trading from the retail trading. 

4: Transportation and Public Utilities. This class includes all 
the returns received from common carriers and companies oper
ating public utilities: This class is also further subdivided in 
such manner as to assemble all returns from a similar industry 
into one group. 

5. Finance and Banking. This class includes the returns re
ceived from banking institutions of all kinds, insurance companies, 
stock brokers, and other financial activities. 

6. Professional and Personal Services. This class includes the 
retur~ filed by all corporations engaged principally in rendering 
personal services, including those from concerns conducting amuse
ment activities. 

7. Miscellaneous. This class includes the returns from corpor
ations other than whose might be included in one of the foregoing· 
classifications. 

The work in connection with the corporation returns is organized 
along the lines of the above classification. In order that the current 
work of the Bureau in auditing the income tax returns may result 
in the most substantial advantage and at the same time relieve 
from uncertainty taxpayers having large sums of money involved, 
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a procedure is provided in the Income Tax Unit by which returns 
are taken up for audit in the order of their size and importance. 
These returns are usually the most difficult to audit and involve 
mnny intricate questions. 

If, after the income tax returns have been audited by accoun
tants in the Income Tax Unit of· the Bureau, it appears that the tax 
is greater than is shown in the return, an additional assessment 
is made. and the collector of the district in which the taxpayer 
resides is notified. The collector then sends a bill for the additional 
tax. Any additional assessment of the tax by the bureau for 1920 

and prior years must be made within five years after the return 
was filed. and any such assessment for 1921 and subsequent 
years must be made within four years after the return was filed 
unless both the Commissioner and the taxpayer consent in writing 
to a later assessment. These limitations do not apply in the 
~ase of false or fraudulent returns with intent to evade the tax. 
No special appropriation is made for assessing or collecting the 
income and excess profits taxes. Neither is there in the Bureau 
of Internal Revenue a complete cost accounting system which 
will enable the exact determination of the cost of collecting the 
income and excess profits taxes. A complete reorganization of 
the accounting system was effected on July I. 1920. and for the 
fiscal year ending 1921 an attempt was made to install a system 
which would place the control of all disbursements under one 
head through a system of allotments. Allotments of all internal 
revenue appropriations are made, and a control ledger. which shows 
the amounts allowed the several field and Bureau units and incum
brances thereunder. is kept. The amount allotted for income tax 
purposes is shown only for the fOtte in Washington and for the 
various traveling auditors. No separate account is kept of the 
e.'Cpense incidental to income tax collection in the collection districts. 
so that it is impossible to determine the exact cost of collecting 
the income and excess profits taxes, which is the major activity of 
the Bureau under the present system of interna1 revenue taxation. 
An attempt was nlade to appro.'Cinlate the cost as nearly as possible 
by obtaining a statement from the collectors of internal revenue 
showing what per cent of their total expenditures for the fi.scaJ 
year ending 1921 was chargeable to income tax collections; and also 
the cost of collecting the other major taxes. "The figures thus 
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obtained were checked with those kept in the Accounts Unit. 
Many discrepancies were found in the totals, and the nearest way 
of arriving at a fair approximation was to take an average of the 
two figures. The cost of administering the various taxes in the 
Bureau in Washington was more easily determined, as the books 
of the Accounts Unit showed the allowances or allotments made 
for the fiscal year ended June 30, 1921. Therefore, in the above 
manner the following result was obtained, which gives a fair 
estimate of the cost of collecting the income taxes. 

CoST OF Cot.u!crING INCOM" TAXES FISCAL YEAI! ENDED JUNE 30, 1921 

Ezpenditurea made by Total c:ost 

I. Collectors •••..••.•..••••••••••.••...••• $ 7,8'7.750.00 

2. Washington Office 
I. Salaries • • • • • • • • . • • • • • • • • • • . . • • . • • • • 8,628.J20.00 
2. Travel .............................. 550,000.00 
3· Miscellaneous •••••.••.•••.•••• , • .. • • 299.500.00 

Total .......................... •• 9,477.820.00 0.293 

3. Revenue Agents 
I. Salaries •.•.............••.•.•.•••••• 5.969A40.00 
2. Travel •••••••.•••.•••••.•••••••••••• 900,000.00 
3. Miscellaneous ••••••.•..••••.•••••.•• 115.000.00 

Total •.....•....•••••••••••.••••• 6.984A40.oo 0.217 

Grand Total •.....••...•..••••••. $24,280.0[0.00 $0.752 

An important feature of the administration of the income tax 
law is the provision for the hearing of appeals after the retum 
has been audited and the tax assessed by the Income Tax Unit. 
When. the taxpayer and the representatives of the Income Tax 
Unit fail to arrive at an agreement, the taxpayer is priviledged 
to take appeal to the Committee on Appeals and Review. The 
assessment of the tax, however. if any is to be made. is not de
ferred, and the taxpayer is notified by the collector of the amount 
of tax due. The taxpayer then files his c1aim for abatement with 
the collector, on a form prepared for that purpose. and at the 
same time makes his appeal to the Commissioner, sending a copy 
to the collector. 
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In taking an appeal to the committee, the taxpayer or his 
representative is required to submit a request in writing to the 
Commissioner of Internal Revenue, appealing from the action of 
the Income Tax Unit and requesting that his case be referred 
to the committee for consideration of the questions on which he 
desired to appeal. The committee requires the submission of a 
succinct statement of such facts as the appellant desires considered 
by the Bureau in connection with his appeal, duly sworn to, with 
such arguments as he may desire to present in connection with 
his appeal in the form of a brief. 

Upon receipt of formal request and sworn statement of facts 
or brief. the Income Tax Unit is requested to submit the case 
and related papers to the committee. and upon receipt and assign
ment of the case to a member for consideration. the taxpayer is 
duly notified in the event that additional information is desired 
by the committee. or notified as to date set for oral presentation 
of his appeal. if so requested in writing when the appeal is filed. 

In the event of an oral hearing. which is expected to be final. 
the taxpayer is expected to submit such arguments and presenta
tion. both as to the law and facts. as he desires to have considered. 
The oral hearing may be supplemented by a written brief. to be 
submitted before or after the hearing. but preferably at least three 
days prior to the date of the hearing. 

Upon the approval of the· recommendation of the committee 
by the Commissioner of Internal Revenue. the decision is final 
as far as the Bureau is concerned. and reconsideration cannot 
be given except upon the presentation of additional facts ... hich 
were not and could not be placed before the committee at the 
time consideration was given to the appeal. The taxpayer is 
notified by the committee of its recommendation. and the case and 
related papers are thereupon returned to the Inccme Tax Unit 
for such further action as may be necessary in accordance with 
the decision of the committee. 

The following tables. showing the number of returns audited. 
the amount of additional taxes assessed. and the number of em
ployees. illustrate the extent of the work of auditing the returns. 

as-7 
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RETURNS AUDITED AIfD ADDITIONAL TAX ASSESSED 

Retuns. 
Period audited 

Calendar year 1919................ 452,834 
Calendar year 1920 ......... .' ....•. 1,151,524-
Calendar year 1921 ...........•.••. 1,328,993 
Six months ending June 30, 1922.... 425,s61 

Additional tax 
...... ocI 

$186,102,101.62 
407,3880430·46 
2930403,177.65 
71,.400,000.00 

PEBSONNEL ENGAGED IN AUDmNG RETuaNS 

Date AI; Wa.hington 10 the field Total 

December 31, 1919............. J055 1700" 4755' 
December 31, 1920............. 5366 2354 7720 
December 31, 1921............. 53'5 2505 7830 
June 3D, 1922.................. 5439 2931 8370 

• Approximate. 

The refunds for taxes erroneously paid amounted to $14,127, 
098.00 in the fiscal year 1920, $28,656,357.95 in the fiscal year 1921, 
and $48,134,127.83 in the fiscal year 1922. 

Collection of Estate T as. The first inheritance tax was imposed 
by the'stamp act of July 6, 1797 (1 Stat. L., 527). While this 
tax was on the receip.t for an inheritance, it was really an inheri
tance tax, as it was graduated according to the amount mentioned 
'in the receipt. This tax remained in force until March 31, 1799 
(1 Stat. L., 622). The next inheritance tax was imposed by 
the act of July I, 1862 (12 Stat. L., 485), and continued in 
force until October I, 1870 (16 Stat. L., 257). During the 
Spanish-American War an inheritance tax was imposed by the 
act of June 13, 18gB (30 Stat. L., 464), but was repealed (32 Stat. 
L., 97), effective June 30, 1902. The estate tax was again imposed 
by the act of September 8, 1916, (39 Stat. L., 777), and has 
been iii force continuously, although the rates and certain provi
sions have been changed. 

The existing law (Act of November 23, 1921; 42 Stat. L., 277) 
provides for a progressive tax on estates in excess of $50,000. 
The tax is now imposed on the transfer of the net estate of 
decedents, the net estate being the gross estate less the deductions 
authorized by the act. The act is not laid upon the property, 
but upon its transfer from the decedent to others. The subject of 
tax is the transfer of the entire estate, not ally particular legacy. 
devise, or distributive share. It is not an individual inheritance 
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tax. The value of the separate interests and the relationship 
of the beneficiary to the decedent have no hearing upon the 
question of liability to the tax. The transfer of property is taxable, 
even if the estate escheats to the state for lack of heirs. 

The statute embraces transfers by will or under the intestate 
laws, and also transfers made by the decedent in his lifetime, 
when made in contemplation of death or intended to take effect 
in possession or enjoyment at or after his death. The statute 
also enumerates certain special cases not strictly of either character 
just described. The practical test of the existence of a taxable 
transfer is whether the statute directs that the property in question 
be included in the gross estate. The tax is imposed in the case 
of lIIe estate of "every decedent," although, by reason of an 
exemption, the net estate of a resident decedent, in order to 
he taxable, must exceed $50,000. The estate of a non-resident 
decedent, however, is taxable if any part of it is situated in the 
United States. 

The actual work of collecting the tax is divided between the 
Washington office and the field forces in the several collectiOD 
districts. The returns are made by the executor to the collector 
of internal revenue and payment is made to him. The returns 
are then forwarded to the Estate Tax Division in Washington, 
under whose direction the examination and audit are made. This 
division has a fom: of field agents who verify the retums in 
detail and reconunend changes if necessary. The field agent's 
report and the original tax retum are then audited in the Estate 
Tax Division and the amount due is finally determined. The 
executor is then notified, through the local collector, of the amount 
of tax due. 

Over 10,000 returns are filed yearly, and each of these calls for 
verification and investigation by a field agent before final assess
ment is made. In addition to the work of assessing, auditing, 
and collecting the estate tax, there is also a proportionate number 
of claims for refund and abatement. There is a 0 special section 
maintained for ~s purpose which considers and determines 
matters of protest against valuations and passes on an claims. 
There is also a Review Committee which gives interpretation of 
the act and regulations, and which bolds conferences with the 
representatives of estates where the ~ is in ciispu1Ie. 
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The total number of estate tax returns filed during the fiscal 
year 1921 was II,833, showing a tax liability of $103,057,273.83. 
The auditing and the field examination resulted in the assessment 
of additional taxes in the sum of $13.290,685.33. The total 
number of returns filed during the fiscal year 19"Z2 was 13,192, 
in,cluding both resident and non-resident returns; and these re
turns showed a total tax liability of $II4.614,ISg.56. For the 
fiscal year 1922 the audit and investigation of returns resulted 
in the assessment of additional tax amounting to $13.645,598.29. 
On May 31, 1922, the estate tax work required the services of 
138 employees in Washington and 318 in the field. 

Collection of Capital Stock Tax. The capital stock tax, one of 
the recent additions to federal taxes. was first imposed by the act 
of September 8, 1916 (39 Stat. L., 7Sg), becoming effective on 
January I, 1917. It is an excise tax imposed upon corporations 
for the privilege of doing business. Under the act of November 23. 
1921 (42 Stat. L., 294), the rate for a domestic corporation 
is $1 for each $1000 of the fair. average value of its capital stock 
for the preceding year ending June 30 in excess of $5000, except 
on insurance companies, clubs. and certain classes of mutual and 
other corporations not operated for profit. On a foreign corpora
tion the tax is $1 on each $1000 of the average amount of capital 
employed in the transaction of its business in the United States. 

The work in connection with this tax is almost entirely one 
of valuation. The tax is computed not upon the par value of 
the stock, but upon the fair average value for the preceding year, 
or for the period since it has been issued, if less than a year, 
of the capital stock outstanding at the date of the incidence of 
the tax.. In the case of a domestic corporation, it is on an entirely 
different basis from the excess profits tax, which is concerned 
with invested capital and not with the fair average value of the 
capital stock. Stock in the treasury of a corporation is not regarded 
as outstanding unless pledged as security for a debt. No deduction 
is allowed corporations organized in the United States for capital 
invested outside of the United States. If the corporation is doing 
business, it is taxed on its entire capital stock even though most 
of it may not be employed in the business. 

The intricate character of this tax is weD shown by the following 
extract from the regulations governing it: 
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The fair average value of the capital stock for the purpose of 
determining the amount of the capital stock tax must not be con
fused with the market value of the shares of stock where it may be 
necessary to determine such value under other provisions of the 
revenue laws. The fair average value of the capital stock, the 
statutory basis of the tax, is not necessarily the book value or the 
value based on prices realized in current sales of shares of stock 
or the value determined by capitalization of earnings. 

Form 707 provides Exhibit A for the book or fair value of 
the assets, Exhibit B for the market value of the shares, and 
Exhibit C for the value of the capital stock based on the capitalized 
earnings. All information called for must be given in every case 
where it is procurable. The fair average value of the caifital 
stock of a corporation and the tax payable thereon sha be 
determined from a consideration of the data contained in the 
return as well as all elements and factors affecting values, which 
should be harmonized so far as possible in the ultimate fair value 
found. Fair value is ~uired irrespective of the exhibit used 
or the method employed 10 its determination. 

Exhibit A. The character of the assets is probably the most 
important factor in determining the reliability of the value reflected 
by this exhibit as being indicative of the fair value of the capital 
stock. I f the market value of the assets be established the fair 
value of the capital stock is held to be not materially less than 
tt. fair market value of the net assets. Attempts to average the 
assets as a means of estimating the fair average value of the capital 
stock are not permitted. 

Exhibit B. The market is regarded as a factor, but only of 
importance when the underlying facton u~ which the market has 
been established are sound in all essential particulan. 

Exhibit C. The weight attaching to this exhibit is 1argely 
dependent upon the nature of the business and character of 
the assets. 

In capitalizing the net earnings of the corporation, which should 
reflect the true earning capacity. the officers should use a rate fairly 
representing the conditions obtaining in the trade and in the loca1ity, 
WIth due regard to other important factors, including the worth 
of money. But such fair value must not be greatly at variance 
with the reconstructed book wille shown by Exhibit A, unless 
the corporation is materially affected by extraordinary cooditioas 
which support a lower valuation. In any such case a full explana
tion must accompany the return. The Commissioner will estimate 
the fair value of the capital stock in cases regarded as involving 
any understatement or undenaIuation. 

The fair value of the capital stock, as provided under section 
looo(a) (I) of the Revenue Act of 1,921, and invested capital 
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under the excess profits tax provisions of the Revenue Act of 1921 
are not necessarily the same. 

For the purpose of capital stock tax the fair value of the capital 
stock is estimated, and is predicated on present values, including 
actual appreciation of property, whether realized or unrealized, 
and such intangible assets as good will, trade-marks, and patents 
to the extent reflected by the earning power, whereas, for the 
purpose of excess-profits tax, the invested capital is based upon 
the actual investment of the stockholders in the corporation, 
irrespective of the present value of its assets. In the case of the 
capital stock tax the fair value looks to the present net value 
of the assets, irrespective of the amount of the investment of 
the stockholders. 

The determination of whether certain classes of corporations 
are engaged in business within the meaning of the act has 
consumed a large amount of time and caused delay in the con
sideration of this problem, owing to the necessity of extended 
investigation and inquiry into the independent activities of the 
respective corporations. When the railroads were under govern
ment control, it was necessary to obtain affidavits clearly defining 
all of their activities in order to determine whether liability was 
incurred. Considerable difficulty has been experienced in deter
mining the status and consequent liability or non-liability to the 
tax of corporations claiming exemption on account of not being 
engaged in business, such as inactive companies, timber companies, 
so called holding companies, and companies formed to manage 
estates. Many companies claimed exemption as personal-service 
corporations under the revenue act of 1918, but, through extended 
investigations, a large percentage reporting as such were found to 
be taxable. 

During the fiscal year 1921 a total of I25 employees were 
engaged in the Capital Stock Division. The total amount of money 
expended for this activity in Washington for the fiscal year was 
$195,000. The expenses in the field, as Dear as can be deter
mined, for assessing and collecting the capital stock taxes amounted 
to $450,000. The total collections for the fiscal year amounted 
to $81,514,34+72, so that the cost of administering the capital 
stock tax was approximately $0.767 for every $100 collected. Tbe 
collections during the fiscal year 1922 amounted to $80,612,239.80. 
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ColkcMII of Tasls _ Sp.cified COfIItIIOdiliu or Senne.s. 
Under this head is CODsidered the collection of all taxes which 
are imposed on commodities, admissions, dues, and services and 
not collected by means of stamps. The taxes on services, admis
sions, and club dues are recent, but those OIl specific commodities 
were levied as early as 1791, when an intemaf tax was placed on 
distilled spirits (I Stat. L., 202). In 1794 (I Stat. L., 384) taxes 
were levied on sugas and snuff. All of these taxes were repealed 
(a Stat. L., 148), effective June 30, ISoa. During the Was of 
ISI2 taxes were again imposed at severa1 times on whiskey and 
sugas, as well as on tobacco and a large IIWIIber of manufactured 
articles. These were repealed (3 Stat. L., 401), effective Decem
ber 31, ISI7. 

The Civil Was legislation revived the taxes on whiskey and 
tobacco and provided additiooal taxes on sales of merchandise. 
By that time the whiskey and tobacco taxes were levied by means 
of stamps. and no longer fall within the class here considered. 

The act of July I, 1862 (12 Stat. L., ,.tiz-.¢6) contained 60 
paragraphs levying specific or ad wlOt"ftll taxes on commodities 
of various kinds. In order to include any asticles not specifically 
enumerated there was at the end an omnibus clause which pro
,·ided a tax of three per cent on .. manufactures of cotton, wool, 
silk, worsted, flax, hemp, jute, India-rubber, gutta percba, wood, 
willow, glass, ~ ware, leather, paper, iron, steel, lead, tin, 
copper, zinc, brass, gold, silver, horn, ivory, bone, bristles, wbony 
or in past, or of other materials, DOt in this act otherwise provided 
for." It was this scheme of extreme taxation which led an 
Austrian writer, Carl von Hock to say that .. The citizen of the 
Union pays .•• at every hour of the day, direct1y or indirectly, 
for an acts of his Ii fe, for his movable aDd immovahle property, 
for income and for expenditures, for business and for p1easures..' 
Various changes were made in the rates from time to time, but all 
of the sales taxes, except the stamp taxes OIl whiskey and tobII<:co, 
were repealed July 14. 18]0 (16 Stat. L.. 256), the repea1 becom
inc effective on October 1 of that year. 

Sales taxes were DOt again imposed until the passage of the 
War Re_ Act of 1917. The scope of these taxes and the 
work in connection with their coBection is best shown by the 
following schedule of rates under the revenue acts of 1915 and 1921 : 

'Die FiaaIaam IIDCI die F~'" V....-.- s-. Po I9L 
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TAXES ON SPEC1P1ED CoIlIlODlTIES 011 SDVlCES UNDEll Aers 0' 1918 
AND 1921 

Item. 

A. Collected from Producers: 
Automobile trucks and 

wagons. 
Other automobiles and mo

torcycles and accessories. 
Automobile tires, tube. and 

accessories sold to anyone 
but a manufacturer. 

Pianos, organs, phonographs, 
records, etc. 

Sporting goods ••.••••••••• 
Chewing gum or substitutes. 
Cameras ..••.•••••••••.•••• 
Films and plates exclusive of 

motion picture films. 
Candy •••..•.••••.•..•••••• 
Firearms, shells, etc ............ .. 
Hunting and bowie knives •• 
Dirk~ daggers, sword canes, 

stilettos, brass knuckles. 
Portable electric fans ••••••. 
Thermos bottJes and olber 

thermostatic containers. 
CJgar or cigarette holders 

composed wholly or in part 
of meerschaum or amber, 
humidors, smoking stands. 

Automatic slot vending ma
chines. 

Automatic .1 0 t weighing 
machines. 

Liveries, livery boots and 
hats. 

Hunting and shooting gar
meats aod riding habits. 

Yachts, motorboats, pleasure 
boats and pleasure canoes. 

Toilet soaps and powders ..... 
Articl.. made of fur or· 

chiefly fur. 
Soft driDks other than cereal 

beverages in bottles or 
other cootainen. 

Rate uader 
1918 act 

3 per cent 

5 per cent 

5 per cent 

5 per cent 

10 per cent 
3 per cent 

10 per cent 
5 per cent 

5 per cent 
10 per cent 
10 per cent 

100 per cent 

5 per cent 
5 per cent 

10 per cent 

5 per cent 

10 per cent 

10 per cent 

10 per cent 

10 per cent on 
those COlting 
over $IS. 
3 per cent 

10 per cent 

10 per cent 

Rate ander 
19II1.et 

3 per cent 

5 per cent 

5 per cent 

Repealed 

Repealed 
Repealed 

10 per cent 
5 per cent 

3 per cent 
10 per cent 
10 per cent 

100 per cent 

Repealed 
Repealed 

10 per cent 

5 per cent 

10 per cent 

10 per cent 

10 per cent 

10 per cent OD 
those costing 
over $100. 
Repealed 
RepeaJed 

:Ie. gallon 
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T AXU ON SPlC1FlED CO .... ODm .. oa S .... ,CES UlfD ... Aers 01' 1918 
AND 1921-C."ti ..... d 

A. Collected from Producer ..... 
Conti"y,d. 

Cereal beverages .......... 
Unfermented rrape juice •••• 
Fruit juices .............. . 
Mineral waters in bottles or 

other containers. 
Finished or fountain lirups •• 
Carbonic add gas .......... . 

B. Collected by and from vendors: 
Works of art when sold by 

anybody ( .. Ies by the artist 
to anyone and aale. to edu
cational institutions or pub
Uc museums are exempt). 

Jewelry, precions or semI
precious stones. imitations 
thereof; wat<:hes, clocks, 
opera II...... 10rll'1ettel, 
marine 1'1._1, field 11asses, 
binoculars; anicles made 
of or omamented, mounted 
or fitted with precious 
metals or imitations thereof 
or ivory (not indudinl 
surgical instruments but in
eladinc spectades and oye
III ..... ) when sold for 
consumption or use. 

Toilot and proprietary ar
tid ... 

Sales of soft drinks, ice 
cream and similar articles 
at soda fountaina or similar 
places of business. 

Carpets and ................. . 

Rate under 
I9JSact 

15 per cent 
10 per cent 

"". pilon if 
sold at over loe 

10 per cent 

5 per cent 

Ie for each ase or 
fractioa. 

Ie for each roc aalo 
01' fraction. 

10 per cent 011 
amount in ex· 
cess of $5 per 
_:ranL 

Rate under 
spa. &c, 

,.. a calion 
"" a calIon 

"" • calion if 
sold at ovor 127 

9C and 5C a p110n 
4C a pound 

5 per cent 

5 per cent" 

Repealed 

Repealed 

5 per cmt ... 
carpets aD. 
a.oaDts 
0_ $4.so 

per -yard and em 
rugs oyer 
$6 per _ :ranL 
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TAXES ON SPECIFIED Co'U'OD1TIES OR SEllVlCES UNDER ACTS OP 1918 
AND 1921 

A. Collected from Producers: 
Automobile trucks and 

wagons. 
Other automobiles and mo

torcycles and accessories. 
Automobile tires, tubes and 

accessories sold to anyone 
but a manufacturer. 

Pianos, organs, phonographs, 
records, etc. 

Sporting goods ••.••••••••• 
Chewing gum or substitutes. 
Cameras .................. . 
Films and plates exclusive of 

motion picture films. 
Candy ••••.••••••••..••.••• 
Firearms, shells, etc ....... . 
Hunting and bowie knives •• 
Dines, daggers, sword canes, 

stilettos, brass knuckles. 
Portable electric fans ••••••. 
Thermos bottles and olber 

thermostatic containers. 
Cigar or cigarette holders 

composed wholly or in part 
of meerschaum or amber, 
humidors, smoking stands. 

Automatic slot vending ma
chines. 

Automatic .1 0 t weighing 
machines. 

Liveries, livery boots and 
hats. 

Hunting and shooting gar
ments and riding habits. 

Yaehts, motorboats, pleasure 
boats and pleasure canoes. 

T ailet soaps and powders .•• 
Articles made of fur or· 

chiefly fur. 
Soft drinks olber than cereal 

beverages. in bottles or 
other container •. 

Rate under 
1918 act 

3 per cent 

5 per ceot 

5 per cent 

5 per cent 

10 per cent 
3 per ceot 

10 per ceot 
5 per ceot 

5 per cent 
10 per cent 
10 per ceot 

100 per cent 

5 per ceot 
5 per cent 

10 per cent 

5 per ceot 

10 per ceot 

10 per cent 

10 per cent 

10 per cent on 
!bose costing 
over $15. 
3 per cent 

10 per ceot 

10 per cent 

Rate under 
192' act 

3 per cent 

5 per ceot 

5 per cent 

Repealed 

Repealed 
Repealed 

10 per cent 
5 per cent 

3 per cent 
10 per cent 
10 per cent 

100 per cent 

Repealed 
Repealed 

10 per cent 

5 per cent 

10 per cent 

10 per ceot 

10 per cent 

10 per cent on 
!bose costing 
over $100. 
Repealed 
Repealed 

"" • gallon 
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TAXES ON SPBCIPIED Co .... OO1TlES OR SERV[CES UNDER AI:rs OF [9[8 
AND 192I-COn,i"u,d 

I ..... 

A. Collected from Producers-
COIlli.fUd. 

Cereal beveragea •••••••••• 
Unf.""!''7'ted grape juice •••• 
Fruit JUlceI ••••••••••••••• 
Mineral waters in bottl .. or 

other containers. 
Finished or fountain sirupa •• 
Carbonic acid PI ...•.••.••. 

B. Collected by and from ftIIdors: 
Worko of art wben sold by 

anybody ( .. I .. by the artist 
to anyone and sales to edu
cational institutions or pub
lic museums are exempt). 

Jewelry, precious or semi
precious stones, imitations 
thereof: _t<b... docks, 
opera II...... lorllllette •• 
marine Ilasses, field llasses. 
binoculars; articles made 
of or ornamented. mounted 
or fitted with precious 
metal. or imitations thereof 
or Ivory (not indadior 
surgical instruments but in
cludinr spectacles and eye
Ilasses) when sold for 
consumptioD or ase. 

Toilet and propridary ar
tid ... 

Sal.. of soft drinks, ice 
cream and similar artitles 
at soda fo\tlltaios (II' similar 
places of business. 

Carpets and NIl •••••••••.• 

Rate under 
I91Sact 

[5 per cent 
[0 per cent 

2C a gallon if 
lold at over JOC 

[0 per cent 

5 per cent 

It for each. aSt or 
fraction. 

It for each [DC sale 
or fraction. 

10 per ceIIIt on 
amount in ex
a:ss of $5 per _re yard. 

,~""-""-"_"""" 

Rate 1IDder 
l~ •• d 

2C a gallon 
2C a gallon 

2C a gallon if 
aold at over [:zl 

9C and 5C a gallon 
4C a pound 

5 per cent 

5 per cent' 

Repealed 

RepeaJed 

5 per .... t OIl 
carpets OIl 
.moa.nts 
0_ $4.SD 

per -yard aDd OIl 
rugs o.er 
$6 per 

- yard. 
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TAXES ON SPEClFIED Colo"lODlTIES OIl SERVICES UNDER ACTS OF 1918 

AND 1921-COII' ..... ed ' 

Item. 

B. Collected by and from venda" 
-Conli"ucd 

Picture frames, 0 nth e 
amount over $10 each. 

Trunks ..................•. 

Valis... traveling bags. suit 
cases, on the amount over 
$25 each. 

Purses, pocketbooks. sbop
ping and band bags. 

Portable ughting fixtures. in
cluding lamps of all kinds 
and lamp shades. 

Umbrellas, parasols. and sun 
shades, on the amount in 
excess of $4 each. 

Fans, on the amount in excess 
of $1 each. 

House or smoking coats or 
jackets. and batb or loung
ing robes, on the amount in 
excess of $7.50 each. 

Men's waistcoats, sold sepa
rate1y from suits, OD the 
amount in excess of $5 
each. 

Women'. and misses' hats. 
bonnets, and hoods, on the 
amount in excess of $15 
each. 

Men's and boys' batl, OD tbe 
amount in excess of $5 
each. 

Men's and boys' caps, on the 
amount in excess of $2 
each. 

Men's, women's, missei and 
boys' bootl, sboes. pumps, 
and llippers, on the amount 
in excess of $10 per pair. 

M ... •• and boys' neckties and 
neckwear, 011 the amount 
in exeess of $2 each. 

Rate under 
1918 act 

10 per cent 

10 per cent on 
the amount 
over $50 each. 

10 per cent 

10 per cent OD 

the amount 
over $7.50. 

10 per cent on 
tb e amount 
over $25 each. 

10 per cent 

10 per cent 

10 per cent 

10 per cent 

10 per cent 

10 per cent 

10 per cent 

10 per emt 

10 per emt 

Rate under 
1931 act 

Repealed 

5 per cent on 
amount over 
$350 

5 per cent 

5 per cent OD 

amount over 
$50 

5 per emt OD 
amount over 
$10. 

Repealed 

5 per cent 

Repealed 

Repealed 

Repealed 

...... -
Repealed 

Repealed 

Repealed 

Repealed 
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T AXIIS ON SPECIFIED CO''''OI>ITtIlS 011 SEIlVlCES UNDD ACTs OP 1918 

AND Ipal-Com;"".tJ 

Item. 

B. Collected by and from vendor. 
-CDNtiNN.tJ 

Men'. and boys' silk stock
ing. or ho ... on the amount 
in exce •• of $1 per pair. 

Women'. and mi..... silk 
stockings or ho... on the 
amount over $2 per pair. 

Men', shirtl, on the amount 
in exce .. of $3 each. 

Med .. women's, misses', boys' 
pajama .. night go_ .. and 
underwear. on the amount 
in excess of $5 each; and 

Kimonos, petticoats. and 
waists, on the amount in 
excess of $15 each. 

e. Collected from Lessors of Mo
tion Picture Films: 

Gros. receipt .. leasing, licen.
inc motion pictures films. 

D. Collected on Insurance: 
Ufe ................•••.••. 

Uf., health and accident in
surance combined. 

Marine, inland and me and 
....... 17 insarutce. 

aate UDder 
1918 act 

10 per cent 

10 per cent 

10 per cent 

10 per cent 

10 per cent 

5 per .... t 

Be on each $.00 or 
frac:tion~1 part 
thereof of 
amouDt for 
which life is 
insured, where 
amOUllt ex
ceeds $son. 

oo~ of 1st month17 
premium 01' 
4~ of lot 
weeld7 premi
um wbere 
policy i. OIl 

indnstrial 0 r 
week~ pa,
ment p .... and 
not in ucess 
of $sao. 

oo~ of 1st IDOIlth.,. 
premium 01' 

~ of 1st 
wId)'.pnmiam. 

Ie OIl each dollar 
... fracboD of 
premium. 

Rate under 
1981 act 

Repealed 

Repealed 

Repealed 

Repealed 

Repealed 

Repea\ed 

Repaled 

Repaled 

Repealed 

Repealed 
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TAXES ON SPECIFIED CO .... ODITIES OR SI!&VICES UNDI!& AcTs o. 1918 

AND 1C)2I-ContinuetJ 

E. Collected from Amusement En
terprises: 

Theatre admissions ........ . 

Amusement tickets sold by 
proprietors, employees or 
by ticket brokers in excess 
of regular prices; tax on 
such excess. 

Cabaret, on price paid for 
refreshm~ts. 

Boxes or seats at opera-on 
regular perf.ormance price. 

F. Collected from Oubs: 
Membership dues and initia

tion fees. 
G. Collected from Public Utilities: 

Rate under 
1918 act 

Ie for each loe 
or fraction 
thereof. 

5 and SO per ceot 

de OD each lOt or 
fraction of ad
mission or dc 
on each SOC or 
fraction of 10-
tal charge. 
10 per cent 

10 per cent 

Express ............•..... 0 Ie for each 20C 
or fraction 
thereof. 

Freight .•..•.•..•••.••••••. 
Leased wires ............. . 
Passenger fares .......... . 
Pipe lines ................. . 
Seats, berths or staterooms in 

sleeping or parlor cars or 
on vessels. 

Telegraph, telephone, cable se 
or radio dispatches. 

3 per cent 
10 per cent 
8 per cent 
8 per cent 
8 per cent 

for messages 
costing be
tween I4C and 
soc. IOC for 
messages cost
ing more than 
soc. 

Rate under 
'921 act 

Ie for each IOC 
or fraction 
thereof." 

5 and SO per cent 

tic on each JOC or 
fraction of ad· 
mission or dc 
on each SOC or 
fraction of 10-
tal charge. 
10 per cent 

10 per ceot 

Repealed 

Repealed 
10 per cent 
Repealed 
Repealed 
Repealed 

sc for messages 
costilll' be-
tween I4Cand 
soc:. IOC for 
mauages cost
ing more than 
soc. 
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The 1921 act places a tax of nine .cents per gallon upon all 
finished or fountain syrups which are used in manufacturing, com
pounding or mixing soft drinks and which are sold by the manu
facturer, producer or importer except when such syrups are 
intended to be used in the manufacture of carbonated beverages 
sold in bottles or other closed containers, in which case the rate 
is five cents per gallon. These taxes are placed upon the manu
facnlrers in lieu of the taxes upon soft drinks of one cent on 
each ten cents, or fraction thereof, paid by the consumer and 
collected by the retailer under section 630 of the act of 1918. 

Every individual or corporation engaged in selling the com
modities or furnishing the services enumerated in the table on 
pages 86 to 90 is required to make monthly returns under oath, the 
tax being payable to the collector at tlie time of the return without 
assessment or notification. Each collector, however, maintains a 
mailing list of taxpayers and sends the proper forms each month. 
A fter the returns are entered on the books at the collector's office 
they are forwarded to Washington, where they are audited and 
examined. If errors are found the collector is notified and the 
taxpayer is either sent a bill for additional taxes or given notice of 
overpayment and instructed to file a claim for refund. The tax 
is not levied on articles sold for export, but proper proof of 
e""portation must be furnished under affidavit. 

Although deliberate frauds in the rendering of monthly returns 
have been rare, there is nevertheless much carelessness on the 
part of taxpayers. This results in both failure to collect from 
the consumer and failure to make the proper return. Special 
.. drives" are therefore made by the collectors during June, July, 
and August. Approximately $12,000,000 in delinquent and addi
tional sales and miscellaneous taxes was c:011ected and assessed 
as the result of the drive for the collection of such taxes which 
ended September 3, 1921. There were 1725 deputy field collectors 
engaged in this work, which covered practically every large city 
in the United States. Special attention was given to verification 
of renlms of the manufacturers' excise tax, the so-called "luxury 
ta.'<es," the tax on soft drinks. and the transportation, jewelry. 
admission, and insurance taxes. 
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Preliminary to the drive instructions were given the field dep

uties to make as thorough .investigation as possible, using such 
methods as not to inconvenience business men who were honestly 
endeavoring to comply with the tax laws, and to bring to justice 
wilful evaders,-persons who were refu~ng to collect and pay the 
tax and persons who were collecting the tax but failing to tum 
it into the United States Treasury. 

The revenue derived from the sales taxes during the fiscal year 
1920 was largely in excess of the estimates made by the Commis
sioner of Internal Revenue at the time the act went into effect. On 
June 30, 1919, approximately 320,000 taxpayers were making 
monthly returns of the tax under the provisions of the law. In the 
following year the number had increased to 436,000. During the 
last six months of the fiscal year 1922, the number of returns 
averaged 240,000 each month, the decrease being due to the repeal 
of many of the sales taxes by the act of 192I. Nearly $500,000,000 

was collected during the fiscal year 1922, which is about $200, 

000,000 less than the collections during each of the two pre
ceding, years. 

The' yield of the separate taxes during the fiscal years 1920 to 
1922 is shown by the following table; 

REcIaPrs no.. SALES AND SEaVICE T AJU.S, FISCAl. Yz.us 1920 to 1922 

I FUcaI,.... I FUcai ,- I FUcaI,.... 
19:10 19.21 .9D 

.,G.4 ... .13.7M.75 
4.951.15··" 
.,.315.60,.05 

74 •• 870·60 

::;:1;:::; 
11.593.754-39 
,3.,374.9.2··49 

•• ".8.0. 
6,5.6.70 

18i:~~::: 
.65.453·'4 
BB,m.u 

1'1 •• 380.67 

~:U~::: 
'"Ja4t600.ss 

'."3,911.03 
.6.sal.,6 •. , .. 
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REatPrs ..... " SALES AND SERVICE TAXES, FISCAL YEAIlS '920 TO 
I923-Ctmli,,1Ud 

Ct ••• aad .rtldel FiKal .,ear I Fi_al year I Piacal ,.ear . .., .... .... 
B. Coa,~~C ~1 :~~.~r.~~.~~.D.r~: .. ··U',·U.S8 1,116,331.02 S82,800.03 

i=~::.:m W:.!db:it ~;inkH~id ai' 3.607.00 ::~~J;:~:::; 19.514.465·01 
• ,487,005.56 J6,g80,5U.4t 

at IOd& fountain .. 
.0.374.60..39 

C. coTI:t:S' f~-:~'Ie~~;" 'o't' m~ii~a: _,..90J,ISlD.,. 814J3045·.76 

picture film.: 
fib •• ... 38r,.,6.31 6.008,J08.18 3.678.868.17 Positive motion·pictare 

leued. 
D. Collected from b\lurmee ...•.... 
E. Collected from amUiomeat at.,.. 

1 •• 4111.754·01 18,"",014045 10,8550403.1, 

A/~i=!DI to plae. of IUDUIe" ,6,,0,555043 19.730,8,,8.94 13.384.955.6. 

F. Coll:t~t'f:O~ eluhl: 
6,615.63.1.9. Club dUel •...••••.....••••• 5.1",001-31 6,156,81 7.61 

G. Collected. from. pubUc utilltiea: 

~~:~;:r,::~ Freight trantpOrtatioa. •..•••• 130.,85.810'1' 140.019 •• 00.11 
ExpreM tranlportatioa. ••.•••. :1.51,.63, .• "':I"OlP ~:~rt~':~=~o~~:: s8.04a~30,'1 6:!,6::ltii 9':.8~::~S.~ s· .. •• .. t·6• Oil b, pipe IiUH ••••••••••••• '·2·a~os. 9.980.87.s. "'''t.8 •. 5' Telel1'aflh, tclepboa.e aDd radio a6..s1 37 __ .7.360.,J6l.oo .08 .886 .• , 

L:'c:r:r'n-. or talklac clrcuit-. 1,045,~.s·" 1.08 ... 0$1 .• 6 1 ...... 635·,. ---- ----Total .................. 1706.als.386.,. $698.590.000033 $495.080.355·. 

CoU.cliott of O"uptJI,OMl Tax.s. Occupational taxes, like 
many other special fonns of taxation go back to the Post-Revolu
tion period, during which a tax on retail dealers in distilled spirits 
was imposed by the act of June S. 1794 (I Stat. L. 376). This 
tax was ~pealed by the act of April 6, 1802. (2 Stat. L, 148), which 
took effect on June 30 of that year. During the War of 1812 
it was ~vised and imposed also on retailers of foreign merchandise, 
from August 2, 1813, to December 31, 1817. Occupational or 
license taxes we~ again imposed in 1862 (12 Stat. L, 455) and 
later years, and continued in force until May I, 1871 (16 Stat. 
L., 256), except those on manufacturers of malt and distiIIed 
spirits and tobattO products, which have been in force continuously. 
Between 1886 and 1&)8 several occupational taxes of a purely 
~gulatory nat\l~ were imposed. During the Spanish-American 
War general occupational taxes were revived. but with the excep
tion of those of a regulatory character and those on manufacturers 
of and dealers in malt and distilled liquors, they were repealed 
as of June 30,1903 (32 Stat. L,96-99). They were again revived 
by the act of October 22, 1914 (38 Stat. 1... 751). and have COII

tinued in force with ...nons modifications until the present time. 
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The taxes of this character imposed by the act of November 23, 
1921 (42 Stat. L., 295), and earlier acts still in force are as follows: 

OccuPATIONAL TAXES IN FoacE 
Revenue Taxes: Annual rate of tu 

Brewers of less than 500 barrel.. • . •. . . . . • • . • . . • • . . . • . $ SO.oo· 
Brewers of 500 barrels or more...................... 100.00· 
Rectifiers of less than 500 barrels.. . . . . . . • . . . . . . • • • . • • loo.do 
Rectifiers of 500 barrels or more. . . . . . . • . • . . . . • . . • • • • • 200.00 
Retail'liquor dealers. ••. •• •. . • •• .• . . . • . . • . • •• • . .• •. .. . 25.00' 
Wholesale liquor dealers............................. 100.00" 
Retail malt liquor dealers... .•. .. . •• • •. .. . . . . • . .. • • . • • 20.00' 
Wholesale malt liquor dealers........................ SO.oo· 
Manufacturers of stills and worms.. . ... .. ... . .. .. . . . . 50.00· 
Manufacturers of tobacco: ,. 

Annual sales less than 50,000 pounds ............ . 
Annual sales over 50,000 pounds and not over 

100,000 pounds ............................... . 
Annual sales over 100,000 pounds and not over 

200,000 pounds ............................... . 
Annual sales over 200.000 pounds, each 1000 pound •• 

Manufacturers of cigars: -
Annual sales not over So,ooo cigars .............. . 
Annual sales over SO,ooo but not over 100,000 

cigars ....................................... . 
Annual sales over 100,000 but not over 200,000 

cigars ................ ,_ ...................... . 
Annual sales over 200,000 but not over 400.000 

cigars ....................................... . 
Annual sales over 400.000 cigars. each 1000 cigars 

or fraction thereof in excess of 400.000 cigars . ... 
Manufacturers of cigarette.-for each 100.000 cigar

ettes or fraction thereof. (This includes small 
cigars weighing not more than 3 Ibs. per 1000) ". 

Persons carrying on the business of operating or rent
ing passenger automobiles for hire: 

Seating capacity over 2 but not over 7 ........... . 

Seating capacity more than 7 ••.•••••.•.••.••••.•• 

Produce, merchandise or stoclc, brokers ............... . 
Stock Exchange Member.: 

Value of seat or membership less than $2000 •••••• 
Value of seat or membership more than $2000 and 

Dot over $5000 ............................... . 
Value of seat or membership more than $5000 •.•••• 

6.00 

12.00 

24·00 
.16 

6.00 

12.00 

.10 

.06 

10.00 for each 
automobile 

20.00 for each 
automobile 

SO.oo 

SO·OO 

100.00 

lSO·oo 
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OCCUPATIONAL TAXI!S IN Fo.CE-C'olOli ..... d 

Revenue Taxes-CoHIiHu"d: Anaual rate of taX 

Pawn Brokers ...................................... $ 100.00 
Ship Brokers ....................................... 50.00 
Customhouse Broker. ............................... 50.00 
Proprietors of theatres, museums, and concert haUs: 

Seating capacity Ie •• than 250 .................. .. 
Seating capacity more than 250 and Ie •• than 500 .• 
Seating capacity more than 500 and less than 800 .• 
Seating capacity 800 and over .................. .. 

Proprietors of circuses .............................. . 
Proprietors or agents of all other public exhibition ... 
Proprietors of bowling alleys and billiard rooms, for 

each table .................................. .. 
Proprietors of shooting gallaries .................... . 
Proprietors of riding academies . ..................... . 
Owners of yachts. pleuure boats, aud sailing boats of 

over five net tons. and upon all motor boats· with 
fixed engines, not \lsed exclusively for trade or 
fishing at the following rat .. : 

Yachts, ple .. ur. boat .. and sailing boats of over five 
net tons, motor boats with engines oyer five net 

50.00 11 

100.00· 
150.00· 
200.00· 

100.00 

15·00 

10.00 
10.00 

100.00 

ton., but not over 50 f .. t in length ............. 1.00 per foot 
Over five net tons. over so feet but not over one 

hundred f .. t in length ........................ 2.00 per foot 
Over five net ton .. more than 100 feet in length.. •• 4000 per foot 

Rogulatory 11Ixes: 
Narcotics 

Importers, manufacturers. producers, and com-
pounders (Class ,) ........................... . 

Wholesale dealers (a .... ) .................... .. 
Retail deolers (a ... 3) ........................ .. 
Practitioners (Class 4), physicians. dentists. veter-

Inary surgeons. and other PRctitioners lawfully 
entitled to distribute, di......... gi.., away, or 
administer taxable narcotic preparations to pa
tients upon whom they, in the course of their pro
fessional practice. are In attendance, including 
hospital .. sanitaria and educatiooal Instituti ...... 

Manufacturen of or dealers in uotaxed narcotie pre
paration. (a ... 5), persona who sell preparatioos 
of any !rind amtainins a II8I'COtic druc iD a q ....... 
til7 exempted from paymeot of stamp tu) ...... 

04-00 
12 .• 
6.00 

. 1.00 

':"~f~~:~ 01' ~ of SeDO .... w....a ... -. ....... of tile lID ill 

.;~;. ~"6~O~ '::~It~i~~::J :-'~~!r ~~ ud 
• )~f"'IODa I. \.~ .• ~ ~~ p&»d IIP« .... taa far thai ~ .... ~ .... ftIIUired Ie pal'. 

:-o~~~r::-:::,laI alta:=~el~~ QI" J .laea ~ti ... tbelr CNrII pndUdS CIIf impona-

OS-8 
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OCC::UPA'IlONAL TAXES IN FORCE-COlS,;"""d 

Regulatory Tax.s-ColS,;"".d: Au'" rate of laO 

Manufactur.rs of oleomargarine ....•................ $ 600.00 
Retail deaJers in uncolored oleomargarine. . . . . . . . . . . . . . 6.00 
Wholesale dealers in uncolored oleomargarine........ 200.00 
Retail dealer. in colored oleomargarin.. . . . . . • . . . . . . . . . 48.00 
Whol.sale deal.rs in colored oleomargarine...... . . . . . 480.00 
Manufacturers of adult.rat.d butter.................. 600.00 
Retail dealer. in adulterated butt.r............ .. . . . . . 48.00 • 
Wholesale dealer. in adult. rated butter............ . . . 480.00 
Manufacturers of process or renovated butter. . . .. .. . . . 50.00 
Manufacturer. of filled cheese...... .. .. .. .. .. .. . .. . .. 400.00 

Retail dealer. in filled che.se.......................... 12.00 
Wholesale dealer. in filled ch..... . . . . . . . . . . . . . . .. . . . . . 250.00 
Manufacturers of mixed flour... .. . . . . . . . . . . . . . . . . . . . 12.00 

Every person engaged in any trade or business on which a special 
tax is imposed is required under the law to register with the collector 
of the district. his name, place of residence, trade or business, 
and the place where such trade or business is carried on. In the 
case of a firm or company, the names of the several persons 
constItuting it and their places of residence must also be registered. 
The term " person" under the law includes partnerships, corpora
tions, and associations as well as individuals. All special taxes fall 
due on the first of July each year, or on commencing any trade 
or business on which such tax is imposed. In the former case the 
tax is reckoned for one year, and in the latter it is reckoned pro
portionately from the first day of the month ia which the liability 
to a special tax commenced to the first day of July following. 

Every person liable to a special tax must file with the collector 
for his district, during the month in which his liability begins, a 
sworn. return. showing the amount of the tax due. If the amount 
of the tax covered by the return. is not in excess of $10, the return 
may be signed or acknowledged before two witnesses instead of 
under oath. When the tax is paid the collector issues a special 
tax stamp indicating payment and a card certificate showing the 
name and description of the occupation, trade, or profession, and 
in the case of boats or automobiles, a brief description. 

Each collector of internal revenue is required to keep a list 
of the names of all persons who have paid special taxes within 
his district. This list is prepared in alphabetical order and contains 
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the name, address, business, and date of payment. This list must 
be posted and kept in a conspicuous place. The work of collecting 
the tax consists mainly in seeing that alI those Iiab11l to the tax 
render the proper returns. This is accomplished by frequently 
inspecting and canvassing the various districts. The greater part 
of the work pertaining to the collection of this tax is done by 
the collector and his field deputies. 

The revenues collected from these taxes during the fiscal years 
1920 to 1922 were as follows: 

RlICIIIPtS lPItOlII SIIIClAL TAXBS ON Oa:uPATIONS, BUSII",sS AND BoATS, 
FtSCAL Yz.us 1920 TO 1922 

Occ_d ..... -... I Fbcal :rear FUcaI .... I FiKal ,eap-.... .,.. .-
lIrewe ................................ 41,96'-41 1."5~ ,,In.,1 
Rtctifi.~n •••.•••••••••••••••••••••••• l,s:lUf.:: ..tea: '8·:~-:t uor dw~ •••••••••••••••••• 

U~uor deal en ••••••••••••••• ....... ·77 Ul. 8.$4 .1 ... , ... 
w t~~~~q~=~m:::::::::: r.:;~ 6.sU.13 1.169.99 

3 ... ·7'1 •• 564-.7 
MaoQfaetun:n of oleomaraariD.e •••••••• 

..o~::::t!! ,!:~~::: 7&:;=:~~ Retail dealen of ol~De •••• o ••• 

Wholnale deale ... of ol~IilarprlDe ••••• .~::;:;:;: .~~:::..~ 34(::6ij~ MUIIU!"t1l"" of adwten.tecl ud proceea 
burter. 

Retail deale ... of adalteratll!l!l butter ••••• .'9000 ;1:00 5.61 
WbolH&.le daJen of adulterated. batte1'. us·GO S 00 
Kanufact\&l'el'a aa4 d ...... of 6UooI 

cb ..... 
MaDufacturera of mbtecl loar •••••••••• ··"i •. s1 ::t!! .. ~:x::s 14allluf&c:t.ar.l of Itilla 01' wo ........... 
Broken ••••••••••••••••••••••••••••• .'I.I~OO 1 • .J" ...... i! 1.934,.79.:1 
Tbeatl'tll" mUafllm .. ucl coDCUt halla •• ...... 67 1.5610386 • 1.7;t.~;U~ emu.. qpep.baa. 01 _tertai.lUDCDte. .J4d' • 4 •• ISa.74 

de. 
flIlhi.bI'tiou (aol otMrwiIa •• Puhlic ,a.aw.tl ...,10.,. IGI.IOI.I, 

Bo-:'~~i u4 WIllaN 1'OO1M •••••• "'!;::1~::! ...,68,D07.6S a.4~.IJ16::: SbOOhq .. iT:n .......................... ~~;~~ .. i:, ... Jtdiftl ~~lIna ............................ • ....... r. 
1J~r~:.-:.~ !:d~.~ ··~t:.: 1.776.493.88 l""s.6I' .... 

'131.09&-46 545.141044 .... 
VanufU!tvrera 01 to_teO ............... £..~~t .os.6n •• 2 '3.so541 
lfaDufacturel'& of cican .............. 713.38 , ... '.S,045-4a 

~:!.\lft..:n$ut~r:d·~~;; ., .. 1,"-4. 410 ..... 04 ....,-
rra of an4 d5l~n utd. pracritioaen i. ... 15.s5 ... •• ...... "N4..5.7 t.oSOt$OOo.4O 

:r:..:.coca -'HIlt tbclr .uta. cieri .... 

ToOoI .......................... ".~ , . .......- ,.a..sll.M.J..st 

ColUcliml of St_~ Tu.s. Stamp taxes were first imposed 
by the act of July 6, 1797 (I Stat. 1..,527). and continued in force 
unbl June 30. ISoa (2 Stat. 1... 148). They were again imposed 
by the act of August 2, 1813 (3 Stat. L., 77), and continued in 
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force until December 31. 1917 (3 Stat. L .• 401). These early 
stamp taxes. which were entirely on legal documents. were not 
col1ected by means of adhesive stamps. but through the sale of 
stamped paper and the stamping of the document itself. The 
stamp was simply an embossed design on the document impressed 
in the-same manner as a notarial seat. Perforated adhesive stamps 
have been used continuously since the taking effect of the act 
of July I. 1862 (12 Stat. L .• 475). The rates and objects of 
taxation have varied considerably from time to time. the present 
stamp taxes being both revenue-producing and regulatory. The 
stamp. taxes under the act of November 23. 1921. and earlier 
acts still in force are as fol1ows: 

STAMP TAXES IN FORCE 

Revenue Producing: Rate 

Manufactured tobacco and tobacco products, cigars, cigarettes, 
papers and tubes: 

On all tobacco and snuff manufactured in or imported into 
. the United Slates; per pound ....................... $ .18 
On all cigars weighing not more than three pounds per 

thousand; per thousand.. . ..................... '.. I.SO 
On all cigars weighing more than three pounds per thousand, 

If retailed at not more than SC each; per thousand..... 4-00 
If retailed at more than 5C each and not more than 8c 

each; per thousand... .. .. .. .. .. • . • .. .. .. .. .. .. .. .. . 6.00 
If retailed at more than Be each and not more than 15c 

each; per thousand.. .. .. .. .. • .. .. .. .. .. .. .. .. .. .. .. 9.00 
If retailed at more than 15c each and not more than 20C 

each; per thousand. .. .. . . . . . . . . . . . . . . . . . . . . . . . . . . .. 12.00 
If retailed at more than 20C each; per thousand ........ 15.00 

On all cigarettes weighing not more than three pound. per 
thousand; per thousand............................ 3.00 

On al1 cigarettes weighing more than three pounds per thou .. 
sand; per thousand ...... 0 .. 0 .... 0............. •... 1.2fJ 

On cigarette papers: 
Package of not more than SO sheets; per package. . . • . . .005 
Package of more than SO and not over 100 sheets; per 

package.... ........................ ........ ....... .01 
Package of over 100 .heet.; each additional SO sheet. or 

fraction ............................................ .DOS 
Cigarette tubes, on each package of SO or fraction thereof. • .01 

Documentary stamps: 
Boods. debentures. and certificates of indebtednesl; on each 

$100 or fraction thereof............................ .oS 
Drafts and checks payable otherwise than at sight or on 

demand and promissory Dotes; on each $100 or 
fraction ..........................•............... .02 
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STAMP TAXES IN FO.CE.-Co .. Ii .... 'd 

Revenue Producirig--Continued: 
Documentary stamps-Contintled: 

Deeds of conveyance: Rat 
On each $100 to $500 ................................ $ .50 
On each additional $500 or fraction ... ,.............. '.50 

Custom House entries for consumption or warehousing up 
to $100 in value...... . .. .. .. .. .. .. .. .. .. .. . .... .. .. .25 

Exceeding $100 up to $500 .......... .. .. .... .... ... .. • .50 
Exeeeding $500 ..................................... 1.00 

Withdrawal entries from customs bonded warehouses; on 
each entry ........................................ .50 

Passage tickets, sold in U. S. for passage by any vessel to a 
port or place not in the U. S., Canada, or Mexico: 

Not exceeding $30.................................... 1.00 
$30 to $60 •.•••••• , . • . •• • •• • • • • •• • • . • . • • • . • . •• . .• •••• • 3·00 
Above $60 .......................................... 5·00 

Proxies. for voting privileges; each . ............ , .. . .. . .. . .10 
Powers of attorney; each................................ .2S 
Playing card. (package of 54 each); per pack............. .08 
Insurance policic. issued by foreign companies on property 

in U. S.; OD each $1.00 or fraction of premium...... .DJ 
Issue, sate and transfer of stock, including sales of products 

for future delivery: 
Capital stock is.'!Iued; • on each original issue of $100 or 

fraction thereof ................................... .05 
Sales and transfer of stock: 

Stocks having par value; on each $100 par or face 
value or fraction thereof ......... "............ .oa 

Stocks without par value: on each share ........ " .02 
Sal .. of products or merchandise for future delivery; on 

each $100 value or fnetioD thereof.................. .Q2 

Spirits and Wines: 
Distilkd spirits. for industrial and non·beverage purposes; 

per gallon' ....................................... 2.20 
Whiskey and brandy for domestic medicinal purposes; per 

gallon ............................................ uo 
Brandy used to fortify sweet wine; per gallon............. .60 
Dealooholi.ed win... and all still win.. for sacramenta1 or 

medicinal purposes: 
Containing not over 14 per tftlt alcohol; per gallon.... .16 
Containina 14 to 21 per cent alcohol; per pilon. . . . ••• • ... 
Containing 21 to 24 per conI alcohol; per gallon... • • • • . I.'" 
Containing DVM 34 per C"eIlt alcohol; per pilon...... LJIO 

Champagne and spark~ng wine for medicinal pu_; per 
one-half pint ......... ,............................ .12 

Artificially .carbooated wine for medicinal pu_; per ooe-
half pinl .......................................... .06 

• Certifieatell of atodt ..... without par 01' face _ •• t_ IU .. 5 ceats pet ...... 
""lela tile actual .,hle is ia eac:c. of "00 pel' ........ tMa 1M 1M. ia s ftIII:a 011 Gdl ,.OG ....... 01' fnt'ttoa t~ • 

. :!L.: =:r-~ ~ -:u..'i:'t::';t:''':= ':r '== r..=: .... . 
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STAUP TAXES IN FORCE.-COII""".4 

Regulatory : 
Sales of mixed flour! Rate 

On sale of each barrel of 196 Ibs., per barrel ............... $ .Il4 
On sale of each l barrel.. .... .. .. .. .. .. .. . .. .. .. .. .. .. .. . .oa 
On sale of each i barrel.. ... .. .. ... .. ...... .. .. .. .. .. .. .. .01 
On sale of each i barrel... .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .005 

Filled cheese; per pound or fractions thereof................. .01 
Narcotics: On sale or removal for sale of opium, coca leaves, or 

any compound salt derivative, or preparation thereof; 
per ounce or fraction thereof. . .. . . . .. . .. . . . . . . .. .. . .01 

White phosphorus matches; on each 100 or fraction thereof. . . . .0:2' 
Sale of oleomargarine, adulterated butter, process and renovated 

butter: 
Oleomargarine arti6cially colored; per pound............. .10 
Oleomargarine not artificially colored; per pound. . . . . . . • . . .ooi 
Adulterated butler; artificaUy colored; per pound......... .10 
Prote9s or renovated butter; artificially colored; per pound. .ooi 

As regards commodities the stamp tax is just as much a sales 
tax as !lilY other tax that is collected from the purchaser or 
consumer at the time of purchase, transfer, or delivery of the 
taxable article. It is distinctive only in that it denotes a different 
mode of collecting a tax on a certain sale, transaction, or procedure. 

All internal revenue stamps are adhesive, and the affixing of 
the stamps to the various articles, docummts, or commodities 
subject to the tax, and their subsequent cancellation, which must 
be accomplished in a manner prescribed by regulations established 
by the ~ureau, effects the fulfillment of the provisions of all stamp 
tax laws. All the stamps used by the Bureau of Internal Revenue 
are printed by the Bureau of Engraving and Printing, with the 
exceptiOB of tobacco stamps printed on tin foil wrappers, which 
are printed under contract and without cost to the government, 
the contractor receiving his remuneration from the purchasers 
of the stamps and reimbursing the United States for the salaries 
of the agent and counter necessary to supervise the work. 

Internal revenue stamps are distn'buted throughout the United 
States through the collection districts by the collectors and stamp 
deputy collectors to whom they are shipped from Washington 
by the stamp custodian. Documentary stamps are also furnished 
the Postmaster General without prepayment for distribution to 
and sale by postmasters, and tobacco stamps are sold by the 
collector of internal revenue of the Philippine Islands for use 00 
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tobacco products shipped to the United States. A few docu
mentary stamps are sold occasionally through that officer. 

The collection of tl)e documentary stamp taxes requires no par
ticular vigilance on the part of the Bureau of Internal Revenue, 
as there are generally at least two parties to each transaction. 
which necessitates the use of stamps and neither one is willing 
to assume the burden of conniving at evasion. Moreover, on 
ordinary transactions the tax is so small that there is no inducement 
to evade it. 

The laws imposing stamp taxes on tobacco and alcoholic liquors 
confer ample powers on the internal revenue officers to enforce 
the collection. Every manufacturer of tobacco products must 
keep on his place of business a sign in the form prescribed in the 
regulations and must keep books showing the amount of tobacco 
received and the quantity of cigars or other tobacco products manu
factured. If fraud is suspected the internal revenue officer may take 
a complete inventory of material, products, and stamps in order to 
ascertain whether the tax has been paid. In the case of retail dealers 
the main duty of internal revenue officers is to see that the tax is 
not evaded by refilling boxes or by selling cigars from any package 
other than the original one to which the stamps are affixed. 

In the case of the manufacture or bottling of distilled spirits even 
more stringent precautions are taken to insure the payment of the 
tax. The outlets of all manufacturing apparatus are locked, and the 
product may be removed only in the presence of an internal 
rewnue officer. Where the liquor is transferred to a booded ware
house for storage or bottling, the keys of the warehouse are in 
the custody of an internal revenue officer and the liquor can not 
be lawfully removed until the tax is paid. There is practically no 
opportunity for evading the tax on any part of the product of 
legitimate licensed manufacturers.. The liquor that escapes taxation 
is that which is manufactured illegally and surreptitiously. Prior 
to the enactment of the National ProIu1>ition Law, the illegal manu
facture of alcoholic Iiqnor was rarely engaged in, except in certain 
isolated mountain districts and then only on a sma1I scale. Since 
the general manufactunl of a1cohoIic products has been prolu1>ited 
the illicit aanufactunl of these products is carried on much more 
extensively. Not only is there widespread manufacture, but the 
counterfeiting of internal teftIlUe stamps bas been carried 011 
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extensively in order to give the purchaser the impression that the 
product was manufactured under government authority. 

As practically all internal taxes on commodities are consumption 
taxes, provision has generally been made for the remission of the 
tax when the article is exported. This is accomplished in three 
ways: (I) Through the manufacture in bonded warehouses, in 
which case no tax is paid, and (2) through the filing of a bond 
guaranteeing the export, in which case no tax is paid, and (3) 
through drawback if tax has already been collected. All of these 
methods require careful administrative supervision. 

Section 3433 of the Revised Statutes, as modified by the act of 
October I, IB90 (26 Stat. L., 614), and the act of October 3, 1913 
(38 Stat. L., 197), provides for the manufacture of articles in 
bonded warehouses, so that they may be exported without being 
charged with the internal revenue tax, under such regulations as the 
Secretary of the Treasury may prescribe. 

The,manufacturer of such articles is required to give satisfactory 
bonds for the faithful observance of all the provisions of law and 
of such regulations as may be prescribed by the Secretary of the 

• Treasury. No articles or materials received in such bonded ware
houses may be withdrawn or removed except for direct shipment 
and exportation or for transportation and immediate exportation 
in bond to foreign countries or to the Philippine Islands, Porto 
Rico, or the Virgin Islands, under the supervision of an officer 
who is duly designated by the collector of the port and who certifies 
to the shipment and exportation, or ladening for transportation, 
as the we may be, describing the articles by their mark or other
wise, the quantity, the date of exportation, and the name of the 
vessel. Officers of the internal revenue service are usually detailed 
to assist customs officers in carrying out the above provisions, and 
all labor performed and services rendered under the above pre
visions are at the expense of the manufacturer. Appropriate ex
port stamps, which have no money value, are provided for all articles 
other than mixed flour and playing cards removed in bond for 
export. 

Manufactured tobacco, snuff, and cigars may be removed from 
a factory without payment of tax upon the filing of such bond as 
the Commissioner of Internal Revenue may require. The officers 
of the Internal Revenue Bureau and the Customs Service cooperate 
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in order to insure the exportation of the products shipped without 
payment of tax. 

If the tax is paid by means of internal revenue stamps at the 
time of removal from the factory, a refund or: drawback of the 
amount of tax is a\lowed when proof is submitted that the articles 
have been exported. The drawback of internal revenue taxes 
a\lowed on exported distilled spirits was $640,669.98 for the year 
1920, $739.463.40 for the fiscal year 1921, and $471, 617-13 for the 
fiscal year 1922. 

The total drawback for internal revenue taxes paid on tobacco, 
cigars and cigarettes exported was $331,189.57 during the fiscal 
year 1920, $154.045.36 during the fiscal year 1921, and $923,772.35 
during the fiscal year 1922. 

Articles subject to tax which are purchased by the United States 
are also free of tax, and careful supervision and vigilance is neces
sary to guard against the possibility of tax-free articles being with
drawn ostensibly for government use and then diverted to other 
purposes. Special regulations are issued by the Bureau of Internal 
Revenue covering the withdrawal of oleomargarine, tobacco, cigars, 
cignrettes, and snuff from factories free from tax. 

Whenever a product within the scope of the statutes is purchased 
for use of the United States and it is proposed to make withdrawals 
tax-free from the place of manufacture, a special requisition fonn 
must be used for this purpose. This is filled out by the head of the 
department or bureau or other organization making the requisition 
and must be filed with the Commissioner of Internal Revenue. 
The requisition specifies the quantity of the product contracted 
for, the price not including the tax, the name of the manufac
turer, his factory number, district, and state, the location of the 
factory from which the product is to be withdrawn, and the name 
and address of the institution or officer to whom shipment or 
delivery is to be made. These requisitions are made in duplicate, 
and the Commissioner forwards one copy to the co\lector of internal 
revenue for the district in which is located the factory designated 
to f umish the prod\lct. The manu facturer named in the requisi
tion is also required to maI..", O\lt an application in duplicate to the 
collector of his district. He is also required to give satisfactory 
bond with sureties and in a pena1 sum of not less thaD the tax OIl 

the lotal amount of the product requisitiooed. A permit is then 
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issued by the collector to the manufacturer to withdraw the product. 
No withdrawals are allowed in advance of the issuance of the per
mit. Appropriate receipts must be taken by the manufacturer 
from the government receiving officer and two of these must be 
filed with the collector of internal revenue for the district within 
thirty days from the date of withdrawal from the factory. During 
the World . War millions of dollars worth of articles subject to 
internal revenue taxes were withdrawn in this manner. 

The methods of enforcing the stamp tax laws that are regulatory 
are discussed under the description of regulatory activities. 

The receipts from stamp taxes during the fiscal years 1920 to 
1922 were as follows: 

RJ!CBIPTS no .. STAIIP TAXES, FISCAL YIWIS 1\)20 10 1922· 

Toilet atticlet and medicines ....... . 
To~~ an-:l~~pn. cipRtta, 

Bonf.. iuuaI of capital etoek. leaaJ 
docummta &ad. foreip iIUIurance. 

'Pi!=-~ .................... . 
~~~::: .;de'o'j ~'i;';~~ de: 

livery Wes. 
Oleomarpriac. adulterated.. proceu 

and renovated butlel'. 
Mixed flour ........................ . 
Filled cb~ •••••••••••••••••••. 
Narcotics. "'c of opium. etc.. ezcla

aivc of fines and !lPeciai taxa. 
Distilled .pirig mu:I wines ••••••••• 

Total ••••.••••••••••••••••• 

PiKal ,ear I .... 
, 6~7.88I.o8 

aM.711,o51.a9 

35.:11'0431.29 

3.088.462.02 
24.437,893.15 
,1I1.5-44,oJ4-4' 

•• J89~I.S2 

1.$2 •• $. 

~6:7£31 
95.770.360.03 

$4BJ.790.1M.ac. 

FiKa! ,cat I PiKa! ,., 
1921 192:1 

, 5.800,768..4. • 2,305,48','5 
253.9900099·" ati9.77I,I09.6, 

3 •• 67o~.3' 26.710.194.37 

~:~:U8:16 
16,3U.58o.5J3 

..880 ....... 65 

::::;:;::::;A 
1.613.756·69 9,0,793." 

..6 ... 968 •• 

i:';~19.gII d:iss .... 
81.910,545." 45.020.10 •• 8. ----

$415.10',18'.34 $377.076P99.40 

u.:.~s=~ ~i.aCl taMe. occupatiou, etc.. co11med throqb tbe medium 01 ... ,. are .. 
II Repealed br act of NO'YaDber :13. 19:11. 

Inasmuch as all internal revenue stamps are prepared by the 
Bureau of Engraving and Printing there is a considerable item of 
expense for stamps which does not appear in the appropriations for 
the Bureau of Internal Revenue. However, the preparation of dies 
and plates, the purchase of raw material, and the expense of labor 
in c:onnection with the printing of the stamps must be included 
in any attempt that may be made to figure on the cost of adminis
tering the internal revenue stamp tax laws. For the fiscal year 
ended June 30, 1921, the Bureau of Engraving and Printing 
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delivered to the Bureau of Internal Revenue. 5.999.851.065 stamps 
at a total expense of $699. 466.16. The Bureau of Internal Reve
nue during the same year expended $59.520 on stamp tax admin
istration in Washington and a total of $1.400.000 in the field. sO 
that the total expense incidental to the administration of the 
internal revenue stamp tax laws for the fiscal year 1921 was 
$2.158.986.16. The receipts or collections for the same period 
being $416.337.137; the cost is. therefore. approximately $0.501 
for every $100 collected in this manner. 

Regulatory Activities. - The regulatory activities of the Bureau 
of Intemal Revenue are those which pertain to the regulation or 
prevention of traffic in certain commodities or the carrying on 
of certain specified business. Some regulatory powers are con
ferred directly upon the Bureau. while others are acquired through 
the taxing power. Some revenue may be obtained incidentally. but 
as the primary purpose of the taxes here considered is not to raise 
revenue. the following are treated as regulatory: 

I. Enforcement of natiODa1 prohibitiOll, inclucliD. the ftIUlation of the 
manufacture, .. Ie, and use of denatured alcohol. 

2. R .... I.tin. of the traffic in nan:oti ... 
3- Administration of tax •• on oleomarprine, mixed Rour, filled ch ..... 

adulterated or renovated butter, and white phosphonu matches. 

Enfrwc'-'I of National Prohibitiott. The regulatory work of 
the Bureau of Intemal Revenue in connection with the traffic in 
intoxicating liquors is conferred by the National Prohibition Act 
of October 28, 1919 (41 Stat. L.. 305). While this act prolu'bits 
the general manufacture and sale of intoxicating liquors. it allows 
alcoholic liquors to be manufactured and sold fill' medicinal. 
sacramental. and industrial purposes. and permits the possession 
of alcoholic liquors for beverage purposes lawfully beld when the 
act took effect. All taxes previously in force are continued in 
effect as to liquors manufactured in conformity with the provWoas 
of the act. and a tax at double the current rate is assessed against 
liquor illega\ly manufactured. The assessment of the pena1ty tax 
on liquor illegally manufactured does not relieve anyone from the 
criminal liability. It should be noted that the poIic:e and rega
laIory activities in connection with the sale of a1cobolic liquors 01' 

the suppression of the liquor traffic are- entirely in~ of 
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the revenue-collecting activity in connection with the licenses and 
tax on liquor legally sold. The activities in connection with revenue 
have previously been discussed on pages 93 to 105 under the 
headings .. Collection of Occupational Taxes" and" Collection of 
Stamp Taxes." 

All persons desiring to manufacture, sell, or transport intoxi
cating liquor for non-beverage purposes must obtain permits from 
the Prohibition Unit of the Bureau of Internal Revenue. A total 
of 131,394 permits was issued during the fiscal year 1922, of which 
28,850 were original and 102,544 were renewals. During the 
same period 4079 applications for permits were refused, while 
1 59 permits were revoked. 

Careful examination of all the records of a permittee is one of 
the methods of surveillance, and even the premises are carefully 
inspected by prohibition agents to determine whether the law is 
being violated, or whether each lot of liquor received by the per
mittee was covered by genuine documentary authority, and particu
larly' whether liquor received by the permittee, but not found on 
hand at the time of the investigation, has been legally disposed of. 
A constant and careful surveillance is also kept over all sales 
and shipments of intoxicating liquor with a view of determining 
whether such transactions are legal and covered by proper permits. 

A system of checks is provided both under internal revenue 
laws and the National Prohibition Act. Thus, all manufacturers 
producing intoxicating liquors are required to keep records and to 
make returns, which are carefully examined by collectors of inter
nal revenue and the prohibition agent and used for the purpose of 
determining whether the manufacturer accounts for all intoxicating 
liquors legally produced and pays the tax when due, or withdraws 
the liquor tax free for some authorized legal use, such as dena
turation or exportation. In the case of distilleries and indnstrial 
alcohol plants, the protection of' the liquor is by closed process, 
whereby a manufacturer is deprived of access to the liquor in 
process by mechanical means, such as sealed connections and 
locked openings, until the quantity of liquor produced has been 
determined and the necessary records made. This system as to 
manufacturers of whiskey, brandy, rum, and 'alcohol has served the 
purpose of protection of the revenues for many years. The control 
over manufacturers of wine, so far as records, returns, and checks 
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are concerned, is also complete, except that the process of manu
. facture is not a closed one. There has not as yet been devised so 
complete a procedure for checks for manufacturers producing 
patent medicines, toilet waters, Aavoring extracts, etc., as are 
provided by law and regulations for manufactUrers of liquors. 
Checks for users of denatured alcohol are complete and working 
satisfactorily. The checks for exportation of intoxicating liquors 
are fairly satisfactory, and importation is effectively controlled. 
A satisfactory system of checking of liquors withdrawn or pro
cured from distilleries and wholesale dealers by permittees has 
been devised through the use of watermarked permits to purchase, 
each serially numbered, and the verification of the authenticity of 
such permit by the vendor through communication by registered 
mail with the director purporting to have issued the pemlit before 
shipment is made. The supervision referred to above applies only 
to liquor manufactured or imported legally. There is of course 
no check on the amount manufactured illegally or smuggled into 
the country. 

A copy of each withdrawal permit issued by state prohibition 
directors is mailed to the prohibition commissioner in Washington 
on the date of issue, and where a withdrawal is made by one state 
director on a distillery in a state other than his own, such with
drawal permit must be countersigned by the director of the state 
in which the distillery is located. Should the director of the state 
in which the distillery is located believe. for any reason, that the 
permit to purchase is questionable, he immediately advises the 
prohibition convnissioner and awaits his instructions. 

Some of the problems and difficulties of the present day in 
prohibition enforcement have been set down by R. A. Haynes, 
prohibition commissioner, in a memorandum to the Institute for 
Government Research under date of NOVUlber 9. 1921. in which 
he states: 

Under the Eighteenth Amendment to the Federal Constitution 
it was contemplated that manu facturers such as whiskey distillers 
would have one year after the adoption of said amendment to 
dispose of their products. Under the SO<alled War Prohibition 
Act of Novenlher 21. 1918. it became illegal to use food or feed 
materials after May I. 1919. in the production of intoxicating 
malt and vinous liquors for beverage purposes and after July I. 
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1919, to sell or to withdraw from bonded warehouses any intoxi
cating liquors for beverage purposes, except for export. It will 
be understood that under the act of August 10, 1917, the manufac
ture of spirituous (distilled) liquors was prohibited after September 
8, 1917. Under that act the importation of distilled spirits for 
beverage purposes was also prohibited, except that those en route 
were admitted. As a result of this legislation, when the National 
Prohibition Act became effective on January 17, 1920, there wa., 
a very great quantity of intoxicating liquor, particularly whiskey, 
in Government bonded warehouses. The major portion of this 
liquor was in distillery, general, special, and customs bonded ware
houses. The aggregate quantity in bond at that time was between 
fifty-eight and sixty million gallons. In view of the restricted 
market for spirits for non-beverage purposes on and after January 
17, 1920, which, so far as whiskey and brandy are concerned, is 
confined almost exclusively to sale on prescription for medical 
purposes, the advent of prohibition, under the Eighteenth Amend
ment, on January 17, 1920, was not particularly advantageous or 
auspicious for enforcement. Some manufacturers, at least, felt 
resentful by reason of the fact that they had legally and in good 
faith produced the spirits and were deprived in a large measure 
of a market, and were left with very large quantities of such liquor 
on their hands, for which they were responsible under their bonds. 
In addition to this, the bonded period of eight years has in many 
instances expired as to considerable quantities of such liquors, 
and unless a so-called interim bond, under Section 600-b of the 
Revenue Act of 1918, is given, the liquors are forfeitable. Unfor
tunately the liquor in most cases was owned by persons other 
than distillers, and such owners on warehouse receipts could not 
be located by distillers, and, in consequence, if the liquor reaching 
the eight-year bonded period were forced out of bond, the distiller 
was compelled to pay the tax and remove the liquor to his free 
warehouse, thus tying up great sums of money and depriving the 
distillers of the use thereof, This condition still prevails to a very 
considerable degree. The surety companies. by reason of the 
added hazards, increased the premiums on their warehousing bonds 
from one-quarter of I per cent to I per cent, which resulted in 
an added expense to the distiller where the so-called interim bond 
was given. 

The extremely high tax rate of $640 per proof gallon and the 
inability to procure good liquors for beverage purposes have served 
as incentives for robbery of government bonded warehouses, such 
robberies being committed sometimes, at least, under the suspicioo 
that the proprietors connive at such depredations. 

Increased storage charges which have risen in many instances 
from five cents a barrel per month to $1.00 a barrel per month, 
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and the bottling and other charges, have been a matter of grave 
concern. Since prohibition this has been to some extent remedied 
by transfer of the liquor by the distiller to general bonded ware
houses. Unfortunately, however, the proprietors of general bonded 
warehouses have also increased their charges. . 

The problem is still further complicated by the difficulty of 
determining under the law which alcoholic preparations or com
pounds are fit for use for beverage purposes, and which are unfit. 
This is determined by the submiSSIon of formulae and samples 
of the manufactured product to this office for examination when 
acti", upon applications for permits. This involves many formulae 
undef the U. S. Pharmacopoeia, National Formulary, private for
mulae of manufacturers of proprietary medicines, face lotions, 
toilet preparations, etc., containing alcohol, many of which have 
been fOWld fit for use for beverage purposes. It also became 
necessary to draw the line much closer as to fitness and unfitness, 
since some preparations and compounds which have been regarded 
as standards for many years, were found to be adapted to use for 
beverage purposes. It also immediately raised the question as to 
the right of manufacturers to use distilled spirits, other than alcohol, 
in the production of such alcoholic preparations and compounds. 
This question is still unsettled. 

Bonds given by certain persons, firms or corporations. under 
the National Prohibition Act, more particularly of manufacturers 
using non-beverage liquors in the production of preparations unfit 
for use for beverage purposes. of necessity must be very broad in 
their conditions. The damages sustained by the government in 
such cases are frequently not measurable and are not what are 
known as liquidated damages, and. in consequence. the question of 
whether or not such bonds are forfeitable ill 1010 has caused great 
concern to the government. the principles and the surety companies. 
The matter is still under consideration but it is hoped that a satis
factory solution of the problem will be reached. 

Another probl~m of great difficulty arises through the defining 
of malt liquors in Section I of Title II of the National Prohibition 
Act. lIIalt liquors thus defined f'lay be manufactured under Section 
3 and be prescribed for medicinal purposes under Sections 6 and 7 
of said act. The legitimacy of the ~ for such ualt liquors 
for medicinal purposes is controversial, and is still pending in 
Congress.' 

Another difficulty arose througb the demand on the part of the 
manufacturers to use intoxicating liquors in the manufacture of 
food products such as ice cn:am. mincemeat. brandied cherries, etc.. 

, After the abo"" statoment was ~ Congress, by the ad of N_ 
her :t3o Jg2J (~Stat. 1.., .... ). definitd)' _ted tbat GlIb spiri_ aacI 
nnoas liquor could he used for mediciual ~ 
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and as to the right of importers and distillers to bring such pre
parations into the United States. This problem was finally settled 
by the issuance of a Treasury Decision which authorized certain 
manufacturers, who did not sell or use their products on the 
premises where they were made, to use intoxicating liquors in 
flavoring soups, ice cream, fruits, etc., provided the liquid therein 
or which might be expressed therefrom did not contain as much 
or more than one-half of one per cent of alcohol by volume. 

Under Section 29 of Title II of the National Prohibition Act 
provision is made for the manufacture and sale of non-intoxicating 
fruit juices exclusively for use in the home, and exempting such 
manufacturers from the penalties under said section. This has 
given rise to very great difficulty and the problem is not yet fully 
settled. The difficulty of this problem will be realized when it is 
recngnized that cider is a fruit juice, and has been commonly used 
from time immemorial by farmers and other householders in the 
manufacture of cider vinegar for household purposes, as well as 
for sale. Unfortunately Congress has not yet defined what is 
meant by non-intoxicating in fact, as regards such fruit juices, nor 
have the courts as yet settled the question. Section 18 of the act 
has also given rise to trouble and controversy, particularly since 
many preparations are manu factured and sold for legitimate uses, 
but also are admirably adapted to the production of intoxicating 

, liquor in the home and elsewhere for beverage purposes. This is 
particularly true of certain apparatus such as pots, kettles, copper 
tubing, malt extract, and malt extract and hops mixed, etc. 

Under Section I of Title II of the National Prohibition Act, 
beer, ale, and porter containing one-half of I per cent or more 
of alcohol by volume, may be manufactured for conversion into 
cereal beverages as provided by Section 37 of the act. By regula
tions this office has authorized proprietors of dealcoholizing plants, 
industrial alcohol plants, and vinegar factories using the vaporiz
ing process to manufacture cereal beverages containing less than 
one-half of I per cent of alcohol by volume from residual liquid, 
after the alcohol has been extracted therefrom. Some such 
manufacturers have diverted the intoxicating malt liquor pro
duced by them for dealcoholizing and sold it for beverage pur
poses. When charges of this character have been made, the 
evidence upon which to assess taxes and procure convictions has 
not always been easy to obtain. Anyone such manufacturer 
actually diverting and selling intoxicating malt liquor containing 
one-half of I per cent or more of alcohol by volume renders it 
difficult for honest manufacturers to sell cereal beverages in the 
same community. This matter has been most troublesome and 
it has become necessary to adopt very drastic measures in such cases. 
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An important feature of prohibition enforcement is the super
vision over the manufacture and distribution of industrial alcohol 
and denatured alcohol. Industrial alcohol is grain or ethyl alcohol, 
and is subject to a tax of $2.20 on each proof gallon. . 

Denatured alcohol is ethyl or grain alcohol to which has been 
added some material which prevents its use for internal adminis
tration. It is free of tax, and is solely for use in the arts and 
industries. Completely denatured alcohol is alcohol which has 
been denatured by a limited number of fixed formulae, and which 
is sold to the general public with very little supervision. All of 
the products produced by these formulae are injurious to the 
human system. Specially denatured alcohol is alcohol which is 
less denatured than the .. completely," and can only be obtained 
under a heavy bond for use in manufacturing processes in which 
the alcohol is always protected by the bond. Grain alcohol is with
drawn free from tax for denaturation under the supervision of 
internal revenue officers. 

Section 13 of Title III of the National Prohibition Act provides 
as follows: 

The Commissioner shall from time to time issue regulations 
respecting the establishment, bonding, and operation of industria1 
alcohol plants, denaturinl; plants, and bonded warehouses authorized 
herein, and the distribuuon, sale, export, and use of alcohol which 
.nay be necessary, advisable, or proper, to secure the revenue, to 
prevent diversion of the alcohol to illegal uses, and to place the 
non-beverage alcohol industry and otber industries usmg such 
alcohol as a chemical raw material or for other lawful purposes 
upon the highest possible plane of scientific and commercial effi
dency consistent with the mterests of the government, and which 
shall insure an ample supply of such alcohol and promote its use 
in scientific research and the development of fuels, dyes, and other 
lawful prodllCts. 

The responsibility placed lIpon the Bureau of Internal Revenue 
with regard to this particular work is, therefore, a heavy one. 
Charged with the duty of supervising the manufacture, distnlmtion, 
and the withdrawal from bonded warehouses of so-called industria1 
alcohol in order to protect the revenue of the goftl'lUDel1t, it is 
also charged with the responsibility of seeing that there is no 
unlawful diversion of alcohol through error or intent by means 

lIS-9 
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of false branding or other methods which may be employed to 
defeat the purpose of the law. Officers assigned to duty as store
keeper gaugers, whose duty it is to see that the interests of the 
government are protected, must be of unusual alertness and fidelity. 
They are supposed to remain on duty at all times when alcohol 
is being withdrawn, and are given custody of keys to bonded 
warehouses and other rooms where pure alcohol is stored. It is 
upon these officers in a great measure that the effective administra
tion of the law as it pertains to the manufacture, sale, and distribu
tion depends; likewise the issuance of permits requires utmost 
care and scrutiny on the part of those in charge of this particular 
work. 

The number of industrial alcohol plants in the United States 
at the close of the fiscal year 1922 was seventy-three. There were 
also seventy-eight bonded warehouses, and seventy-four denaturing 
plants. For the production of distilled spirits other than alcohol 
for non-beverage purposes there were operated two grain distil
lerieS, two rum distilleries and thirty-three fruit distilleries. 

The act of June 7, IgOO (34 Stat. L., 217), first authorized the 
withdrawal of alcohol without payment of tax, for denaturing under 
the direction of an authorized officer, pursuant to regulations made 
by the Commissioner of Internal Revenue. In order to encourage 
the establishment of small distilleries for the manufacture of 
alcohol from waste products, the act of March 2, 1907 (34 Stat. 
L., 1250), provided for the establishment of distilleries having 
a daily capacity not exceeding one hundred proof gallons, and also 
provided for central denaturing bonded warehouses. The act of 
October 3, 1913 (38 Stat. L., 199), authorized the establishment 
by farmers or associations of farmers, or others, of distilleries 
for the manufacture of alcohol free from tax for denaturation 
only, .. out of any of the products of fa,-n;s, fruit orchards, or 
of any substance whatever," and also provided for central distilling 
and denaturing plants to which the alcohol so produced at these 
small distilleries, (if not of sufficient proof strength, and if not 
denatured on the distillery premises) may be transferred, redis
tilled and denatured under regulations and upon the execution of 
such notice and bond as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may prescribe. 



AcrIVITIES 113 

Although these acts and the regulations especially encouraged 
the establishment of small farm distilleries. no distilleries of this 
class were registered until 1915. and the one opened in that year 
soon discontinued operations. The comparative high cost of 
installing a distilling plant and the high degree of skiI1 that is 
necessary in order to produce a grade of alcohol suitable for 
denaturation. in all probability discouraged the establishment of 
industrial distilleries until 1917. 

With the advent of the World War and the increase in the manu
facture of munitions in the United States for shipment abroad a 
greater demand was created for denatured alcohol. especially after 
1918. when army specifications called for the use of denatured 
instead of tax-free. undenatured alcohol. to be used exclusively at 
the various munitions plants in the country. Eight industrial farm 
distilleries were established in 1918 and :zo8 industrial distilleries 
were established under the ad of October 3. 1913 during the fiscal 
year 1919. When the National Prohibition Act became effective 
in October. 1919. all distilleries and industrial distillers pro
ducing alcohol were required to requali fy as industrial alcohol 
plants. 

Each denaturing plant is under the control of the collector for 
the district in which located and in the joint custody of the pro
prietor and an officer of internal revenue assigned thereto. No 
one is permitted to enter any of these plants except in the presence 
of such officer. Suitable office accommodations are provided by 
the proprietor for the internal revenue officer in charge of each 
plant. Proprietors of denaturing plants, before being alloWed to 
operate their plants, must file with the collector of internal revenue 
a bond in a penal sum based upon the quantity of alcohol with
drawn for use in the business during a period of thirty days plus 
the quantity which may remain on hand and unused. but in no 
case less than $10.000 or more than $100.000. A list of authorized 
denaturants is also furnished by the Bureau of Internal Revenue, 
and these must be p1aced in a designated storeroom immediately 
upon being brought on the premises of any plant. Rq>Orts of each 
ship!l1C'nt of denatured alcohol must be uade in duplicate and 
furnished to the internal revenue offic:er in charge of the plant. 
If found correct one copy of the report is fonrarded to the 
collector and the other to the Conunissioner of Internal RettDDe. 
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Monthly reports are prepared by the denaturer; also monthly 
reports of denaturants received and used. 

In addition to the supervision of the manufacture and denatura
tion of alcohol, the Bureau of Internal Revenue is charged with 
the supervision of the distribution and use of denatured alcohol. 
Dealers in and manufacturers using completely denatured alcohol 
are not required to obtain permits to handle but they must label 
the product in plain legible letters (red or white) with the words 
.. Completely Denatured Alcohol," and with the customary skull 
and bones symbol, the word "Poison." Every person who sells 
specially denatured alcohol, however, excepting a proprietor of 
a denaturing plant, is classed as a bonded dealer, and before 
dealing as snch must file an application in duplicate for a permit 
and execute a satisfactory bond. 

Persons desiring to use specially denatured alcohol for manufac
turing purposes must also file an application for a permit and 
likewise execute a bond. The work of the Bureau of Internal Rev
enue, therefore, in supervising the manufacture, sale, and use 
of denatured alcohol consists mainly in seeing that all alcohol and 
denaturants received at such plants are properly stored therein; 
'that the alcohol so received is properly denatured or otherwise 
lawfully disposed of; that the packages are properly gauged, 
marked, or branded; and that all requirements of the regulations 
respecting such plants and the denaturing of alcohol are fully 
complied with before withdrawal for denaturation. The number 
of bonded manufacturers using specially denatured alcohol was 
1761 during the fiscal year 1921, compared with 1395 in the 
previous year. During the fiscal year 1921, 769 storekeeper 
gangerS' were employed in this work. These employees are paid 
on a per diem basis. Many were employed only part of the time 
and were shifted so frequently that it is impossible to make any 
correct cost analysis of this work. 

The premises and records of persons authorized by permit under 
the National Prohibition Act to manufacture or deal in intoxicating 
liquor are subject to inspection by officers and agents of the bureau. 
The Bureau of Internal Revenue has a large force of inspectors 
and agents who are constantly engaged in investigating violations 
of the act. In this work they are often assisted by the state and city 
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police, but the extent of this cooperation is not the same in all 
localities. The Amendment to the Constitution gives the states 
concurrent jurisdiction in its enforcement, but in a number of states 
it is still possible to sell liquor legally under the state laws, and 
the state and city police take little interest in_the enforcement of 
prohibition. The prosecution of cases in the district courts, as in 
the case of other offenses against the laws of the United States, 
is made by the United States attorneys, who are under the 
direction of the Attorney General, but the police work of making 
arrests and procuring evidence is entirely under the control of the 
Bureau of Internal Revenue. The arrests and seizures made during 
the fiscal year 1922 were as follows: 

AIWISTS AND SEIZURES OP APPAllATUS AND WOUOIS DUUNG FISCAL 
YlAIIIg22 

Arrest. ............................................ 42,223 
Illicit distilleries and distilling apparatus seized: 

Distilleries ..................................... 8,318 
Still. .......................................... 10,994 
Still worms .................................... IG,203 
Fermentera .....••.....••...•.................. 81.640 

Distilled spirits seized, pllons............ .... .. .. .. • J82.J90 
Malt liquor oei.ed. pllons ........ , .................. 4,187.625 

Wine, cider, mash and pomace seized, pllons •..••. " 4,052,213.88 
Appraised value of all property seized ............... $5,872,09".09 

The storage and guarding of the large amount of liquor seized 
constitutes one of the important problems of the Bureau. The 
largest single stock of seized liquor is at New York, although there 
are large stocks in Chicago, Denver, San Francisco and New 
Orleans. Liquor can only be disposed of in accordance with the 
decree of a court of competent jurisdiction. 

Rt91l11Jli,,!/ TraRic ill /, arcotics. The first legislation on the 
sale of opium was the act of <Xtober I, 1890 (~ Stat. L.,620), 
which imposed an internal tax of $10 a pound on all opium 
manufactured in the United States for smoking purposes, and 
limited the manufacture to citizens of the United States. On 
January 17, 1914 (38 Stat. L.. 275). the tax was increased to 
$300 per pound. Both of these acts gave the Commissioner of 
Internal Revenue power to inspe.'t the books of manufacturers 
in order that the entire amount of tax might be collected. The 
present powers of the Burean of Internal Revenne in the control 
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of narcotics are based on the Harrison Act of December 17, 1914 
(38 Stat. L., 785), as amended by the Internal Revenue Law of 
February 24, 1919 (40 Stat. L., II 30 ). While the purpose of this 
act is to control the traffic in narcotics, control is accomplished 
entirely through license taxes on persons prescribing or dealing in 
these drugs, and specific taxes on the commodities. The importa
tion and exportation are controlled through the Customs Service. 

The present law imposes an annual license tax of $24 on im
porters, manufacturers, producers, or compounders; $12 on whole
sale dealers, $6 on retail dealers, $3 on physicians and other prac
titioners, and $1 on manufacturers of and dealers in preparations 
containing a specified minimum amount of the drugs enumerated. 
In addition there is a stamp tax of one cent per ounce, except on 
preparations containing less than a specified quantity. 

The primary object of the Harrison Law was to arrest the 
increasing menace of drug addiction and to restrict narcotics to 
their legitimate use. This necessarily involves a control by regis
tration, taxation, and the enforcement of the criminal phase of 
the law,' which are closely interrelated. The law is not primarily 
a revenue measure, but more specifically serves the purpose of 
~9ntrolliug and restricting the traffic in narcotic drugs.' . 

Every person, firm, or corporation which can lawfully deal in 
narcotic drugs and so does is required to make application for 
registration with the collector of the district in which the applicant 
does business. When the law went into effect, persons making 
application for registration were required to furnish an inventory 
of their stock on hand on forms prepared for this purpose. Dealers 
filling prescriptions are required to keep them in a separate file for 
two years in such manner as to be readily accessible to inspection 
by investigating officers. 

Orders may be filled only by registered importers, manufacturers, 
and wholesale dealers, and these persons make reports of all 
transactions in their monthly returns. The entire sales activity, 
including importation and exportation as well as domestic com
merce, being centered in these two classes. it is possible to secure 

• Although 011 its face a revenue measure, the Harrison Law hu been 
assumed by the Supreme Court to have a moral end in view, reaching this 
end within the limits of such a measure. U. s. '''. Jin Fuey Moy, 241 U. S. 
394-
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the following direct results from an audit and examination of 
their returns: 

t. Accountability for all narcotic drugs imported. 
l!. Accountability for all products manufactured. 
3- Accountability for all drugs entering the commerce of this country._ 
40 Complete record of all purchase. and sales including importations and 

exportations. 
5. Conformity of all tran.actions and payments 'of ta" to the .xact 

requirements of the law. 
6. Opportunity for apprehending purchase .. of larger quantities of nar

cotic drugs than are ordinarily necessary in the legitimate pursuance of 
their business or profession. 

In a broader sense the government is afforded, through these 
reports, a means for having a clear perspective of both the domestic 
and international traffic in narcotic drugs as affecting the United 
States, and in this connection the necessary statistics are compiled 
from the accounts rendered. 

Illicit traffic by non-registered dealers, due in a large measure to 
smuggled drugs, continues a great menace, the profits to be made 
by trafficking in these drugs having attracted large numbers of 
persons. Violations of the law by registered persons, although 
greater in number, are usually less flagrant in nature, being for the 
most part technical and involving the proper payment of taxes. 

The revenue obtained from the dealers and stamp taxes during 
the fiscal year 1922 was as follows: 

Stamp taxes ....................................... $ :ao8,1s8.44 
License taxes ...................................... 1.0s0,s......, 

Toz,s 011 OI'0lff4l'9atlN', Alixtd FIOllf', Filkd Ch.,s., Ad"',,,,
Gl~d aNd Proc.ss or RfflOf!Gl~d Bill'"" aM Whi'. Phosphonu 
Ma/eMs. These ta.'Ces are all regulatory, being designed to dis
courage the production and sale of the commodities mentioned. 

Manufacturers and wholesale dealers' of oleomargarine and 
adulterated butter are required to keep detailed accounts of their 
transactions and to make monthly reports to the coDector of internal 
revenue, who has authority to examine their books if be thinks 
the tax is being evaded. The internal revenue officers also have 
power to examine the stock in the store of any retailer in order to 
ascertain ""hetber the stamps are affixed and whether the product 
is labeled as required by law. 
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The tax on oleomargarine was first imposed by the act of August 
2, 1886 (24 Stat. L., 209), in the interest of the prllducers of 
butter and was intended to prevent the competition of oleomargarine 
with dairy products. Although it was essentially a regulatory 
measure it has produced considerable revenue, judged by pre-war 
standards. During the first year the tax was in operation it yielded 
$723.948.04, and in thirty-six years the receipts have been 
$54,044,232.12. 

The tax on oleomargarine is as follows: 

License taxes: 
Manufacturers ................................. $600.00 
Dealers in uncolored oleomargarine: 

Retail ...................................... 6.00 
Wholesale ................................. 300.00 

Dealers in colored oleomargarine: 
Retail ..................................... 48.00 
Wholesale ................................. 480.00 

Stamp taxes: 
Olemargarine artificially colored; per lb. ..•••.•• .10 
Oleomargarine not artificially colored; per lb. •.•• .ooi 

The ,original act of 1886 taxed all oleomargarine uniformly at 
the rate of two cents a pound; an amendatory act passed on May 
9, 1902 (32 Stat. L., 193), effective July 1, 1902, established 
the present rate of ten cents a pound on the artificially colored 
and one quarter cent a pound on the uncolored product. 

In the fiscal year 1922 the quantity of oleomargarine on which 
tax was paid amounted to 5,159,236 pounds of artificially colored 
and 183,670,536 pounds of uncolored product. It is now the 
general practice to have a small amount of coloring matter accom
. pany the package of uncolored oleomargarine, so that the purchaser 
may add the coloring if he desires it. The collections during the 
fiscal year 1922 amounted to $2,121,079.68. 

The tax on process or renovated butter and adulterated butter 
was first imposed by the act of May 9, 1902 (32 Stat. L., 194), 
the rates in effect in 1922 being as follows: 

License taxes: , 
Manufacturers of adulterated butter ............. $600.00 
Retail dealers in adulterated butter... ••• • •. . . • •• • 48,00 
Wholesale dealers in adulterated butter. . • • • • . . •.. 480.00 
Manufacturers of process or renovated butter. .. .. 50.00 

Stamp tax .. : 
Adulterated butter; per Ib....................... .10 
Process or renovated butter; per Ib.............. .ooi 
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These taxes are of no importance as producers of revenue, the 
total yield in the fiscal year 1922 being $17,871.84 from adulterated 
butter and $14.416.27 from process or renovated llutter. 

The tax on mixed Bour was imposed by the act of June 13, 18gB 
(30 Stat. L., 467), which was amended by the act of April 12, 1902 
(32 Stat. L., 99). Mixed Bour is defined as" (i) any milled food 
product containing more than So per cent of wheat or wheat Bour 
and any quantity of any other grain or the product of any other. 
grain or any other material except such material not itsel f a 
product of grain as is commonly used for leavening or similar baking 
purposes, regardless of the name under which it is known or under 
which it is offered for sale, and (2) any milled food product com
posed of wheat or wheat Bour in a proportion not exceeding So 
per cent and any other grain, or the product of any other grain 
which is intended for sale, or sold or offered for sale as • wheat 
Bour' or merely as Bour without any descriptive prefix; but does 
not include mixtures containing more than So per cent of wheat or 
wheat Bour sold (1) as mu..-tures of wheat or wheat Bour and other 
grain or the product of other grain or substitute therefor; (2) 
as the product of some grain other than wheat or (3) under some 
special distinctive or descriptive name 'not indicating the product 
to be • wheat Bour' or • Bour.''' The tax is $12 .a year on the 
manufacturer and four cents on each barrel. 

fhe tax is a purely regulatory one, designed to prevent the 
sale of misbranded products. During the twenty-four years ending 
with the fiscal year 1922 the total receipts from both the tax on 
the manufacturer and the product amounted to $96,131.13; the 
highest receipts were during the fiscal year 1919, when they 
amounted to $17.575.07 as a result of order of the Food Admini
stration which was in effect for a short time and which caused 

. the Bour to be classed as .. mixed Bour" under the law. The col
lections during the fiscal year 1922 were $1,16745. 

The tax on filJed cheese was imposed by the act of June 6, 18g6 
(29 Stat. L., 253), which defines the product as n aU substances 
made of milk or skimmed milk, with the admixture of butter, 
animal oil or fats, vq:etable or any other oils; or compounds 
foreign to such milk, and made in imitatioo or semblance of 
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cheese." The taxes are on the manufacturers, dealers, and the 
product and are as follows: 

License taxes: 
Manufacturer ................................... $""".00 
Retail dealer .................................... 12.00 
Wholesale dealer ................................ 2SO.00 

Stamp tax; per pound . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .OJ 

The tax is apparently prohibitory, as nothing has been collected 
since 1912. From 18g7 to 1901 the collections .totaled $85,256.47; 
from 1902 to 1912 they amounted to only $20,519.95. 

The tax of two cents a hundred on white phosphorus matches, 
imposed by the act of April 9, 1912 (37 Stat. L., 81), was designed 
to be prohibitory of their manufacture and has accomplished this 
end. So far as is knbw no tax has ever been collected under 
this act, as the manufacture of white phosphorus matches ceased 
when it went into effect. 

Chemical Researches. When the law which put a tax on oleo
margarine was passed in 1886 it contained certain provisions which 
necessitated the establishment of a chemical laboratory and also the 
appointment of a microscopist and a chemist. The work at first 

, was confined to making analysis of butter, oils, and oleomargarine. 
When the act authorizing the bounty on sugar went into effect 
in IBgo, additional duties were added. Subsequent acts, such 
as the ones imposing a tax on filled cheese and mixed flour, 
increased the work of the laboratory. 'The Pure Food and Drugs 
Act of 1906 also extended the scope of chemical analysis carried 
on in relation to distilled spirits. The administration of the Dena
tured Alcohol Act of June 7, 1906 made necessary the making of 
chemical analyses of denatured alcohol as well as certain chemical 
research work relative to the use of various materials for dena
turing purposes. The Harrison Narcotic Law of December 17, 
1914, the various war revenue measures, and finally the National 
Prohibition Act of October 28, 1919, have so increased the activi
ties of this particular line of endeavor as to necessitate the employ
ment of many additional chemists and also made necessary the 
establishment of branch laboratories in important cities of the 
United States so as more effectively to prosecute the work. Many 
cases of criminal prosecution are based on the testimony of a 
chemist and much of the time of these employees of the Bureau is 
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taken up in attendance at court. The analysis of samples taken 
in connection with the administration of the Harrison Law and the 
Prohibition Law constitutes the major part of the work at the 
present time. 

Samples of medicinal preparations are analyzed to determine
their alcoholic and narcotic drug content in order to obtain evi
dence of violations of the statutes. Likewise, samples of beverages 
are analyzed to determine whether their alcoholic strength is 
within the limit allowed by law. 

One of the most important functions of the laboratory is the work 
in connection with the development of new denaturing processes 
and formulae. The development of industrial alcohol is not only 
of great importance to the chemical industries of the country at 
the present time, but the operation of national prohibition has xnade 
it imperative to safeguard the alcohol supplies from diversion 
to intoxicating beverages wherever practicable. The denaturation 
of alcohol is probably the most effective means for attaining this end_ 

Branch laboratories are now operating in five leading centers of 
the l:nited States, as follows: New York, Columbus, Chicago, 
Little Rock, and San Francisco; the last three having been estab
lished during the fiscal year 1921. A cooperative arrangement 
was effected with the Department of Agricolture whereby internal 
revenue chemists could be stationed in certain of the food and drug 
inspection laboratories at points where it was not deemed advis
able, for reasons of economy, to install separate internal revenue 
laboratories. Under this arrangement chemists are now stationed 
in the food laboratories at Buffalo. Minneapolis, and Denver. 

The general analytical work has increased materially as a result 
of the administration of the Prohibition Act. It has been found 
to be in the interest of economy and a more effective enforcement of 
the law to provide for the performance of a substantial part of 
chemical work at points outside of Washington. Certain classes 
of work, however. are handled exclusively in the Washington 
laboratory, where, for reasons of administration, it is necessary 
to have the work performed at a central point. 

A total of 63,j'07 samples were analyzed by the Washington 
and branch laboratories during the fisc:aJ. year 1922, an increase 
of 24,233 over the previous year_ These samples comprised butter. 
oleomargarine, fats and oils, narrotic drugs, fermented beverages, 
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distilled spirits, denatured alcohol, medicinal preparations, etc. 
Qose relationship between the laboratories and the enforcement 
of various internal revenue laws is shown by the fact that during 
the fiscal year, 1922, the chemists in the Washington and field 
laboratories spent 1946 days as witnesses in various federal courts. 

Collection of Statistics. Ever since the creation of the office of 
Commissioner of Internal Revenue there have been published in 
the annual reports of that officer, statistics showing in detail the 
tax collections by objects, by states, and by collection districts. 
Section 33 of the act of July I, 1862 (12 Stat., L., 445), provided 
that separate accounts should be kept for each source of revenue, 
but the Bureau has not adhered merely to the letter of the law, 
and has published production statistics on commodities subject to 
taxation. 

Since certain taxes are based directly upon quantities of goods 
sold, the Bureau of Internal Revenue is able to calculate from the 
monthly and annual collec;tions of tax on a number of commodities 
the ,total quantity of each commodity sold during the period. 
A brief mimeographed statement is issued monthly, showing the 
number of gaIlons of distilled spirits, rectified spirits, and wines 
on which tax was paid during the month; the number of each of 
six classes of cigars and of two classes of cigarettes, the number 
of pounds of manufactured snuff, of manufactured tobacco, of 
colored oleomargarine, and of uncolored oleomargarine; also the 
number of packs of playing cards. 

The annual report contains statistics relating to the production 
of distiIled spirits, liquors, industrial alcohol, tobacco products, 
raw material consumed in the manufacture of liquors and tobacco 
products, and number of establishments engaged in production. 
While it contains summary tables showing the amount coIlected 
from taxes on income, the more detailed analysis of statistics of 
this character are given in the annual publication entitled Statistics 
of Income_ 

The publication of these detailed statistics of income was first 
provided for by Section 21 of the act of September 8, 1916 (39 
Stat. L., 776). As reenacted by Section 258 of the act of November 
23, 1921 (42 Stat. L., 270), this authority is as foIlows: 

That the Commissioner, with the approval of the Secretary, 
shaIl prepare and publish annuaIlY statistics reasonably available 
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with respect to the operation of the income. war-profits and excess
profits-tax laws, including classifications of taxpayers and of 
Income, the amounts allowed as deductions, exemptions, and credits, 
and any other facts deemed pertinent and valuable. 

In accordance with this authority detailed analyses have been 
published of the income tax returns for each year beginning 
with 1916. 

In 1918 the Senate (Senate Res. 253. 65 Congress. 2 session) 
directed the Secretary of the Treasury to furnish 

any and all facts, figures, data, or information now in possession 
of the Treasury Department relative to profiteering which would 
in any way enable Congress to deal with the matter either through 
the present proposed revenue legislation or through enactment of 
more effective criminal statutes. That such report shall contain 
a list of all corporations with the amount of their earnings which 
have earned in excess of fifteen per centum on their capital stock, 
as shown by their returns to the Internal Revenue Bureau for the 
calendar year nineteen hundred and seventeen. accompanied by 
such statements as will show net earnings of the same corporation 
for the calendar year nineteen hllndred and sixteen. 

The information contained in the report submitted' in response 
to this resolution was obtained from the income and excess profits 
returns of 31.500 corporations in the United States which in the 
calendar year 1917 earned 15 per cent or more on their capital stock. 
In tl.is report the corporations are classified by industrial groups. 
and for each concern is given the amounts reported as capital. net 
income, and tax for the calendar years of 1916 and 1917. While 
separate data are given for each corporation. the names of the cor
porations are not shown, each one being represented by an arbit
rary number . 

• 6s Cone· a sus., S. doc. asg. 
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ORGANIZATION 

The work of the Bureau of Internal Revenue is carried on. both 
in Washington and through collectors and other agents stationed 
throughout the country. The organization in Washington will 
be referred to as the Bureau Service and that throughout the 
country as the Field Service. 

The Bureau Service is located entirely at Washington. and 
since the World War has expanded to more than twenty times 
its former size. For the purpose of facilitating administrative 
procedure the Bureau organization is divided into the following 
units: 

I. Office of the Commissioner 
2. Office of tbe Solicitor. 
3, Committee on Appeals and Review 
4- Appointment Division 
5. Special Intelligence Unit 
6. Income Tax Unit 
7. Accounts and Collections Unit 
8. Estate Tax and Capital Stock Tax Unit 
9- Sales Tax Unit . 

10. Stamps, Miscellaneous, and Supplies Unit 
II. Prohibition Unit 

The several field services are discussed under the Bureau unit 
to which they report. 

Office of the Commissioner. The Commissioner of Internal 
Revenue is by law the administrative head of the entire internal 
revenue system. He is appointed by the President. by and with 
the advice and consent of the Senate.' Under the direction of 
the Secretary of the Treasury he has general superintendence 
over the assessment and collection of aU internal duties and taxes ; 
prepares and distributes all the instructions. regulations. directions. 
forms. blanks. and other matters pertaining to the assessment and 
collection of internal revenue; and provides stamps or dies for 

'R. S .• 319. 
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expressing and denoting the several stamp' taxes.' He is required 
to estimate in detail by collection districts the expense of assess
ment and collection of internal revenue and submit these 'estimates 
to Congress at the commencement of each regular session.' 

The Commissioner of Internal Revenue is charged with the 
duties of assessing all taxes and penalties imposed or accruing 
under any internal revenue act, where such ta>c;es are not payable 
by stamps, or where they have not been paid by stamps at the time 
and in the manner provided by law. He is also authorized to make 
additional assessments of taxes in case any return filed by a tax
payer is incorrect by reason of mistake or fraud, or in case any list 
certified to the collector is incomplete.' 

Subject to regulations prescribed by the Secretary of the Treas
ury, he is authorized, on appeal, to remit, refund, and pay back all 
taxes erroneously or iIIega11y assessed or collected, all penalties 
collected without authority and all taxes that appear to be unjustly 
assessed or wrongfully collected in any manner; to repay to any 
collector or deputy collector the full amount of such sums of money 
as may be recovered against him in any court for any internal 
taxes collected by him, with the costs and expenses of the suit; 
also all damages and costs recovered against any assessor, assistant 
assessor, collector, deputy collector, or inspector in any suit brought 
against him by reason of anything done in the due performance 
of his official duties.' 

With the advice and consent of the Secretary of the Treasury, 
he may compromise any civil or criminal suit arising under the 
internal revenue laws instead of commencing suit thereon; and with 
the advise and consent of the Secretary and the recommendation 
of the Attorney General. he may compromise any such case after 
suit has been comntenced.' 

The Commissioner is also responsible for the enforcement of the 
National Prohibition Act. the Harrison Narcotic Act. and certain 
other existing regulatory measures. 

'Other dllti.. of the Commission..- with respect to intunal reveoat 
stamps are prtSal"bed by Section J238. 1.~1" 3J28, 3J.4I. 3J69. 3J9s, 3446-
J..""~ and other sectians of the Revised Statu .... 

'R. s.. 3671. 
'R. s.. 31Sa. 
'R. 5.,3200. 
'R. s.. J229. 
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The Commissioner is allowed by law the following administrative 
officers to assist him in the administration of the affairs of the 
Bureau:' five deputy commissioners, one assistant to the commis
sioner, a solicitor of internal revenue, sixty-five collectors of inter
nal revenue, and forty revenue agents. In addition to the above 
the Commissioner is also authorized to employ attorneys, experts, 
chemists, agents, accountants, 'inspectors, deputy collectors, clerks, 
storekeeper-gaugers, janitors, and messengers to carry on all the 
work incident to the collection of internal revenue taxes and law 
enforcement, both in Washington and throughout the United States. 
The Commissioner is authorized to assign to deputy commissioners 
such duties as he may prescribe, and the Secretary of the Treasury 
may designate anyone of them to act as Commissioner of Internal 
Revenue during the Commissioner's absence.' 

,As at present organized a deputy commissioner is in charge of 
each of the following units: Income Tax; Accounts and Collec
tions; Estate Tax and Capital Stock Tax; Sales Tax; and Supplies, 
Information, Tobacco, and Miscellaneous. In addition there is one 
other major subdivision-the Prohibition Unit, which reports di
rectly to the Commissioner. The deputy commissioners and the 
head . of the Prohibition Unit are directly responsible for the 
work assigned to them. Independent of the units mentioned above 

. and attached directly to the office of the Commissioner are the 
Solicitor of Internal Revenue, the Committee on Appeals and 
Review, the Appointment Division, and the Special Intelligence' 
Unit. 

The Commissioner has in his immediate office an assistant who 
keeps him in close touch with the operations of the units concerning 
matters in which the Commissioner has personal interest because 
of their exceptional importance. All rulings, mail memoranda. etc., 
for th~ attention of the Commissioner pass over the desk of the 
assistant to the Commissioner, who reviews and makes suggestions 
as to their disposition. 

Office of the 'Solicitor. The work of the Office of the Solicitor 
of Internal Revenue embraces the legal aspects of the whole field 

.. Section 320. R. S .. authorizes the commissioner to designate one of the 
heads of division as chief clerk without additional compensation. 

, Act of October 6, 1917; 40 Stat. L, 345. 
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of federal internal taxation and may be summarized as the pre
paration of cases, both civil and penal, either in prosecuting viola
tions of the law or in defending collectors of internal revenue 
against suits for refunds, and the interpretation of various phases 
of the tax laws. Generally speaking, the Office acts as legal adviser 
to the Commissioner and the several units. 

For administrative purposes their office is separated into five 
divisions: 

Interpretative Division No. I. 
Interpretative Division No. II. 
Civil Division. 
Penal Division. 
Administrative Division. 

There is also a Conference Committee, composed of the five 
attorneys in charge of the divisions of the Office of the Solicitor, 
which considers all proposed law opinions, solicitor's opinions. 
Treasury decisions, regu1ations, etc., before they are sent to the 
Solicitor and Commissioner for approval. 

btl"/W.'aI'tI. DitIinotJ No. I. Interpretative Division No. I 
handles questions arising under the income, excess profits, and 
estate tax features of the various revenue acts, reviews the material 
for the Internal Revenue Bulletin, and assists in the preparation, 
review, and promulgation of regulations appropriate to the three 
subjects above mentioned. 

IrIt"/Wdaliw DicNto" No. II. The general work of Interpreta
tive Division No. II is similar to that of Interpretative Division 
No. I, except that there are handled here questions affecting trans
portation, insurance, sales, tobacco, admissions and dues, and other 
miscellaneous taxes. This division also handles general and mis
cellaneous administrative matters which have a legal aspect, passes 
on compromise cases of every nature and c1aims for abatement 
and refund .where the amount involved is $5000 or more. 

CiW DifIisioto. The CiVll Division handles internal revenue cases 
of a civil nature in which suit bas been instituted on behalf of the 
United States or against a collector of intemal revenue in his 
official capacity. The attorneys assigned to this work brief the cases 
wben necessary and submit them to the United States attorney for 
the appropriate judicial district for submission to the court. In 
many instances attorneys of this division are required to appear 

:as-IO 
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with the United States attorney in court to assist in the trial. 
Distraint matters are also handled in this division. 

Penal Division. The Penal Division is concerned primarily 
with the criminal prosecution of those charged with having fraudu
lently violated the provisions of the illternal revenue laws. The 
attomeys assigped to this work are frequelltly required to hold 
prelimi!lary conferences with taxpayers and their attorneys where 
fraud is suspected, and to appear before the United States courts 
as assistants to the various United States attorneys in the prose
cution of criminal suits. This division also considers statements 
of fact furnished by other branches of the Bureau regarding 
apparent violations of internal revenue laws with a view to ren
dering an opinion as to whether crimi!lal prosecution shall be 
instituted, whether penalties shall be imposed, or whether, in view 
of the law and facts presented, no further action should be taken. 
All questions relatillg to the pardon or parole of offenders against 
the internal revenue laws are considered and appropriate recom
mendations made, based on the facts in each case. Such applications 
for rewards as may be submitted by informers under the provisions 
of the revenue statutes are also considered. 

Administrative Division. The Administrative Division is charged 
with the general supervision of the clerical force of the Solicitor's 

• Office, and of the Library, Mails and Files, and Docket Sections, 
with the procuring of supplies and equipment, and with matters 
affecting personnel and organization. 

Under the Administrative Division are the Library, the Mails 
and Files Section, and the Docket Section. The work of the 
Library is indicated by its !lame. The Mails and Files Section 
has charge of the distribution of the mail for the Solicitor's Office 
and the filing of all correspondence and other papers. The Docket 
Section keeps a record of all court proceedings to which the 
Bureau is a party. 

-Committee on Appeals and Review. The Committee on Appeala 
and Review is an appellate and advisory body dealing exclusively 
with questions relating to the taxes on incomes of individuals and 
corporations. It was created by the Commissioner of Internal 
Revenue from the Bureau personnel to succeed and to function in 
the same manner as the Advisory Tax Board which was created 
in 1918 and dissolved on October I, 1919. 
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The Commissioner recognized that many difficult and complex 
problems would arise involving differences of opinion between 
the taxpayer and the Income Tax Unit, which has charge of the 
administration of the income and excess profits tax provision of the 
law. Therefore, in order to assure taxpayers that their cases would 
receive impartial and expert consideration, this committee .was 
created as a body advisory to him. 

It is entirely independent of the Income Tax Unit and is respon
sible only to the Commissioner. Its personnel embraces a chair
man, vi~hairman, eight members, and a secretary, all of whom 
have held responsible positions in the Bureau as heads of divisions 
or chiefs of sections and who are either lawyers or accountants. 
The principal duties of the Committee are as follows: 

I. The hearing and consideration of cases which have been appealed by 
the taxpayer from the actiOD of the Income Ta,. Unit 

2. The consideration of questions auhmitted by the Income Ta,. Unit upon 
which the advice of the committee is asked 

3. The criticism or approval of such letten making new rulings or new 
applications of old rulings u are submitted by the Income Tax Unit or 
the office of the Commissioner . 

... The criticism or approval of proposed Treasury Decisions 
50 The consideration of matters presented in informal conferences by 

officers of the Bureau and by taxpayers upon questions of interpretatiou, 
policy or procedure 

Cases may be appealed only after final disposition has been 
made of the case by the Income Tax Unit, and upon such questions, 
either u to the law or the facts, as are in controversy between 
the taxpayes- and the Income Tax UniL The taxpayes- aa:ordingly 
has no right of appeal until the Income Tax Unit has made a final 
determination of the taxability or final application of its construc
tion or interpretation of existing rules or regu1ations which, in 
the opinion of the taxpayer, is not in accordance with the law 
and the facts. 

Appeals taken from the action of the Income Tax Unit are 
directed to the Commissioner of Internal Re-.enue, aod are aa:epted 
only under the conditions prescnDed in the procedure of the Com
mittee on Appeals and Review with respect to tax liabilities deter
mined prior to No~mber 23,1921, on which abatement or refund 
daims have been filed upon receipt of notification by the coIlectur 
of the amount of tax found due by the Income Tax Unit Rod in 
the regulations relating to the Re-.enue Act of 1921 (Artic:Ie 1006, 
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Regulations 62) with respect to tax liabilities determined subse
quent to November 23, 1921. 

In taking an appeal the taxpayer or his representative is required 
to submit a request in writing to the Commissioner of Internal 
Revenue, appealing from the action of the Income Tax Unit, and 
must in addition thereto submit a succinct statement of such facts 
as the appellant desires considered by the Bureau in connection 
with his appeal, duly sworn to, and be may in addition submit such 
arguments as he may desire to present in connection with his 
appeal in form of brief. 

Upon receipt of written appeal and sworn statement of facts 
or brief the case and related papers are submitted to the committee 
and there docketed. Upon reaching its tum on the docket the case 
is assigned to a member of the committee for consideration. 

When the case is reached for consideration any additional infor
mation deemed necessary by the committee is usually secured 
directly through correspondence. If an oral hearing is requested 
by the appellant due notice of time set for the hearing is given 
by mail. 

In the event of an oral hearing, which is expected to be final, 
the taxpayer is expected to submit such arguments and presenta
tion, both as to the law and facts, as he desires to have considered. 

'The oral hearing may be supplemented by written brief to be sub
mitted before or after the hearing in which event the secretary 
of the committee must be so advised in order that final determina
tion of .the appeal may be deferred pending receipt of the brief. 

Upon the approval of the recommendation of the committee by 
the Commissioner, the decision becomes the rule for the guidance 
of the Income Tax Unit, and is final as far as the Bureau is 
concerned . 
• The taxpayer or his representative is notified by the committee 

of its decision and the case and related papers are thereupon 
returned to the Income Tax Unit for such further action as may 
be necessary in accordance with the decision of the committee. 

Division of Appointments. The Division of Appointments was 
established on October 24. 1917. and to it was assigned the entire 
subject matter of personnel so far as it relates to the Bureau in 
Washington, together with the personnel records and routine pro-
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cedure pertaining to the field offices. It is subdivided into the 
Office of Head of the Division and the following sections: 

Correspondence 
Bureau Personnel 
Time and Disbursement 
Prohibition Personnel 
Collectors' Personnel 
Revenue Arenla' Personnel 
File. 

OfficI of H tad of the Division. The Office of the Head of the 
Division is responsible for the general administrative work and 
the supervision of all duties assigned to the fifty-five employees 
in various sections. It carries on the detail work in connection 
with the retention and retirement of classified employees eligible 
for retirement throughout the entire service and is held responsi
ble for the selection and assignment of all non-technical employees 
in the Bureau in accordance with civil service laws and general 
office policies govemihg such matters. The Head of the Division 
also acts as chairman of the Personnel Committee, composed of 
several officers of the Bureau, which reviews recommendations for 
promotions. 

Cornspo,od,.,u S,,'iota. The Correspondence Section receives 
and distributes all incoming mail relative to the personnel of the 
entire service, handles all general and congressional correspondence 
relative to applicants for positions, prepares and maintains records 
of property, and assists the Head of the Division in procuring 
and selecting non-technical employees. 

Blinn Pwso, .. ,,1 SectWrt. The Bureau Personnel Section 
handles all recommendations relative to the transfer, appointment, 
resignation, separation, demotion, and change in status of em
ployees, receives and submits reports on civil service certificates of 
eligibles for technical and non-technical positions, prepares c0r

respondence, and maintains appropriate TeCOrdS. It also prepares 
daily statements showing condition of allotments from lump sum 
appropriations for the salaries and expenses of all officers and 
employees throughout the entire service, and assists in the general 
routine procedure go\-erning Bureau personnel work. 

Ti_ atld Disbtwsntlftll S ecno... The Time and Disbursement 
Section prepares and maintains the time records of all Bureau 
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employees, keeps record of and grants leaves of absence, and 
handles all correspondence on such matters. It has charge of the 
preparation of all pay rolls, supervises the distribution of salary 
checks and notifies the unit heads of allotments from lump sum 
appropriations for. salari!;S and expenses of employees. It also 
maintains reclassification records and prepares reports to the Civil 
Service Commission at specified periods. All applications filed by 
employees for refund of salary deducted in accordance with the 
Retirement Act are handled through this section. It also prepares 
statistical data and compiles reports on leave records, appointments 
and separations. Its work is confined to Bureau personnel in 
Washington. 

Prohibition Personnel Section. The Prohibition Personnel Sec
tion prepares and maintains records of all prohibition field em
ployees and handles general correspondence relative to the per
sonnel work of this force. It also makes allotments from lump 
sum appropriations for the salaries and e~penses of employees 
engaged in prohibition enforcement, handles all letters pertaining 
to disbursing bonds of state prohibition directors, and maintains 
records of certification of eligibles for appointments on the nar
cotic f6rce. 

Collectors' Personnel Section. The Collectors' Personnel Section 
prepares and maintains personnel records for the entire field service 
under the collectors of internal revenue and handles general cor
respondence and routine work in connection therewith. It also 
makes allotments from lump sum appropriations for the salaries 
and expenses of collectors and employees under them. It is respon
sible for the carrying out of various phases of personnel work in 
accordance with civil service regulations and laws governing such 
procedure, handles all letters pertaining to the official disbursing 
bonds 0,£ collectors, and prepares general statistical data relating 
to personnel. 

Revenue Agents' Personnel Sedion. The Revenue Agents' 
Personnel Section prepares and maintains records relative to the 
personnel or employees under the jurisdiction of the Internal Reve
nue Agent in Charge, handles all correspondence in connection 
therewith, and makes allotments from lump sum appropriations 
for the salaries and expenses of such employees. It also has charge 
of the records of various other special employees throughout the 
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field service, handles all letters relative to official and disbursing 
bonds of gaugers, storekeeper-gaugers, and revenue agents, and 
maintains monthly reports showing assignments. 

Filts S"tion. The Files Section is responsible for the care of 
all general correspondence and personnel records relative to Bureau 
employees and handles all routine work in connection with the 
filing of such malerial. . 

Special Intelligence Unit. The Special Inte\ligence Unit conducts, 
under the personal direction and control of the Commissioner, 
the investigation of matters, which because of their nature or origin 
may not be competently handled by members of the branch or unit 
of the service to which they specially relate, or wisely entrusted 
to them for investiption without reasonable presumption of bias. 
These matters, in general, embrace charges of a criminal nature 
against officers and employees of the service; criminal phases of 
tax liability cases; general investigations of conditions existing 
within a division of internal revenue agents, a collector's office, 
or a prohibition division; and such other matters as may in the 
judgment of the Commissioner be of sufficient importance to 
require special inquiry by investigators detached from the branch 
of the service under investigation. 

The unit was organized on July 1,.1919, and consisted of a chief 
and six investigators; since then the force bas been increased to 
forty. 

Income To: Unit. The Income Tax Unit, which is the largest 
in the Bureau, is the agency for administering the laws relating 
to taxes on incomes and profits. In this unit is carried on the exam
ination or auditing of returns of individuals reporting incomes 
of over $5000 and returns of corporations. This unit is under 
the charge of a deputy commissioner and is divided as follows: 

Office of the Deputy Commissioner 
Office of th. Assistant Deputy Commissioner 
Staff DivisiOll 
Administration Divisioo 
P<!nonal Audit Divisioll 
Corporation Audit DivisiaG 
Special Audit DivisiOll 
Natural R ........... Di1risioD 
Fi.ld Divisioo 
Statistical Divisioo 
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Office of the Deputy Commissioner. The Office of the Deputy 
Commissioner (head of the unit) is directly responsible to the 
Conunissioner of Internal Revenue for the administration of the 
Income Tax Unit. It includes a Deputy Conunissioner and an 
assistant deputy commissioner with such personnel as is necessary 
to carry on the administrative affairs of the office. Attached 
directly to the Office of the Deputy Commissioner is an executive 
staff consisting of a special assistant to the deputy commissioner 
and a supervisor of claims. The special assistant studies problems 
of organization and procedure relating to the operations and 
interrelations of the various parts of the unit; and cooperates 
with the administrative officers in a program of continuous inquil')' 
and self-improvement within the unit. The supervisor has general 
supervision over all procedure pertaining to the administration of 
claims relating to income or excess profits taxes. 

Also attached directly to the Office of the Deputy Conunissioner 
and under his immediate direction and control is the Rules and 
Regulations Section the duties of which are as follows: 

To originate and prepare regulations for the administration of 
, the income and profits tax laws; to furnish on the request of tax

payers or their representatives rulings and infonnation relating 
to the law and regulations; to answer general correspondence 
involving rulings or interpretations of the law and regulations; to 
prepare all office decisions; to select and prepare for publication 
the rulings, digests, and other material relating to income and 
profits taxes; and to review proposed publications relating to in
come tax, war profits and excess' profits taxes prepared in other 
divisiOns of the Income Tax Unit, or in other offices of the govern
ment and referred to the Income Tax Unit for consideration. 

Offices of the Assistant Deputy Commissioner. The Assistant 
Deputy Commissioner assists and advises the Deputy Conunissiooer 
in the general supervision, control, and efficient coordination of 
all operations of the unit. 

Staff Division. The duties of the Staff Division relate to the 
recruitment, training and control of personnel, the maintenance of 
efficiency and personnel records, the classification of employees, 
the adjustment of salaries, the issuance of transportation requests. 
and the review of expense vouchers. It is divided into the Office 
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of the Head of the Division and the Personnel and Training 
Sections. 

The functions of the Personnel Section are as follows: -:ro 
select technical employees for original appointment, assign all per
sonnel, arrange all changes in office of members of the unit and 
to ~onduct correspondence and personal interviews relating to 
the activities of the section. 

To conduct interviews with members of the unit relative to per
formance records and make adjustments of the personnel upon 
the basis of the records with a view to increased individual and 
group production; make recommendations for promotion, demotion, 
transfer, suspension, removal, and the acceptance of resignatiOns, 
and take such disciplinary action as may be necessary. 

To investigate and approve all proposed designations of super
visory officers. 

To control all relations with the Appointment Division, and, 
through the Appointment Division, with the Civil Service Com
mission; also, to handle all relations of employees with the Appoint
ment Division in regard to leave and pay matters. 

To furnish records required by the Civil Service Commission. 
To maintain proper personnel records indicating qualifications, 

education, experience, and a complete employment history of each 
member of the unit and to record all changes in 'status of personnel 
of the unit. 

To maintain individual performance records for all employees 
of the unit. 

To analyze the duties of employees of the unit and to classify 
the personnel on a comparative salary basis, in accordance with 
schedules established by the Bureau of Efficiency, prescribing mini
mum and maximum rates of pay for the various classes of work 
performed. 

To anaiYle and investigate recommendations for changes in 
compensation, for conformance with performance rec:oros, sa\ary 
scale and office policy. 

To comPIle special reports on personnel matters and analyze 
records for aid in the determination of personnel policies. 

To RITIlJlge for authority for travel, supervise the issuance of 
transportation requests, review e.'<peII3e wncbers and handle all 
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business in regard to these matters with the Accounts and Collec-
tions Unit. . 

To maintain and operate a general information service covering 
personnel matters and location of employees. 

To direct all efforts for the welfare of employees instituted 
by the unit. 

The functions of the Training Section are to provide instructors 
and prepare courses of training for employees, including memhers 
of the field force, in the income tax law, accountancy, and other 
subjects relating to the work of the unit, and to maintain records 
of efficiency of all students. The instruction given by this section 
is provided for the local and field employees of the Income Tax 
Unit. The courses are given at Washington in resident classes 
and to field employees through the extension courses. 

Administration Division. The duties of the Administration Divi
sion include the receipt and distribution of all mail, both for the 
Income Tax Unit and for other units, the assessment of income 

, taxes, the sorting and assembling of certificates giving information 
regarding payments, the procuring and distribution of supplies and 
equipment, the superintendence of the messenger, labor, and watch 
force, the investigation of office procedure and efficiency, the 
supplying of stenographers and typewriters, the furnishing of 
mimeograph, mUltigraph, and photostat service, and the filing of 
all claims, returns, and related papers. The division is organized 
into the following administrative units: 

Office of the Head of the Division 
Mail Section 
Proving Section 
Sorting Section 
Building, Equipment, and Supplies Section 
Orders and Codes Section 
Stenographic: Section 
Duplicating Section 
Records Subdivision 

The Office ~f the Head of Division is responsible for, and super
vises the work of the several sections. It also is in charge of all 
conferences between taxpayers or their representatives and the 
proper officer of the unit. 

The functions of the Mail Section are as follows: 
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To receive and route all incoming and outgoing mail, supervise 
the mail collection, delivery, and special messenger service, and to 
record and transmit to the proper section all remittances received. 

To forward to the proper collector all returns inadvertently 
transmitted to the Bureau. 

To receive returns, requisitions, revenue agents' reports, cOt'
respondence, etc., intended for filing, and sort the papers by form. 
year and collection district preparatory to filing in the Records 
Subdivision. 

The Proving Section compares the assessment list of income taxes 
prepared by the collector with the returns of income in excess of 
$5000 in order to see that each return is correctly entered on the 
assessment list, and to verify the totals on the list. In the case of 
returns of income of less than $5000, only the totals of the assess
ment lists are verified, as the returns are retained by the collectors. 
It should be noted that this section has nothing to do with the audit 
of the return. Its work is done before the audit and consists in 
seeing that the amount of tax as returned by the taxpayer is cor
rectly reported on the assessment list by the collector. 

If the detailed audit of the return by the Audit Division shows 
that adJitional tax is due this section prepares a supplemental 
assessment. Likewise if there are received in the Bureau informa
tion returns for individuals who have not made a return, an original 
assessment is made in this section. In the case-of a claim for 
abatement of taxes erroneously returned approved by one of the 
Auditing Divisions, an amended assessment is prepared. All 
assessment lists. original. supplemental, and amended, are prepared 
in duplicate, one copy being sent to the collector for his guidance 
in collecting the tax and one copy being sent to the Accounts and 
Collections Unit so that the collector may be ~ with the 
amount of ta.'t due or credited with abatements. 

Other duties of this sectioo include the recording of income 
taxes assessed by different c1asses of returns and the routing of 
remittances. 

The duties of the Sorting Section are to receive from payers 
of income all information returns showing income paid. and to 
sort such in formation returns so that they wiD be available to the 
auditors when detailed examination of the tax returns is made. 
This section also receives and audits the retoms made by persons 
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or corporations who pay income to aliens and who are required to 
withhold the amount of tax; and adjusts all claims involving the 
withholding of tax at the source. It also receives and files certifi
cates from aliens indicating residence, checks the collector' lists 
of partnership and fiduciary returns with the information returns, 
and notifies the collectors of additional returns which should be 
secured. 

The Building; Equipment, and Supplies Section obtains equip
ment and supplies for, the Income Tax Unit, distributes them to 
the proper sections, keeps property records, superintends the mes
senger force, and has charge of the labor and watch service and 
the maintenance of buildings occupied by the unit, with the excep
tion of the temporary buildings which are in charge of the Super
intendent of the State, War, and Navy Department Buildings. 

The functions of the Orders and Codes Section are as follows: 
To, investigate methods of office procedure and efficiency. 
To prepare special administrative reports, office orders, office 

memoranda, organization and progress charts, door and desk signs, 
manuals of procedure, and telephone directories. 

To prepare, issue and revise standard correspondence paragraphs. 
To edit and review all forms sent to the Duplicating Section, 

Administration Division, and such other forms, questionnaires, 
letters, etc., as may be submitted for review. 

The Stenographic Section furnishes stenographic and typewrit
ing service to all subdivisions of the uniL 
. The Duplicating Section executes aU mimeograph, multigraph, 
and photostat work for the several subdivisions of the unit. 

The Records Subdivision maintains the files of all claims, returns, 
and related papers, and controls the movements of these records 
within the uniL It consists of the Office of the Chief of Sub
division and the following sections: 

Registration 
Oairns Control 
Unaudited Returns 
Correspondence 
Distribution 

The Registration Section classifies all returns for filing and 
prepares index cards for all returns. The Oaims Control Section 
receives, records, assembles, and routes to the proper. section for 
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adjustment, all claims for refund or abat=ent with related returns 
and papers, 'and maintains records necessary to locate returns and 
claims. The Unaudited Returns Section maintains and has custody 
of all files of individual income tax retUrns for 1918 and subse
quent years fi1ed in Washington and corporation returns for 1917 
and later years. The Correspondence Section maintains and has 
custody of all correspondence files, closed revenue agents' reports 
and related papers, individual returns for 1917 and all returns 
for pri"r years. The Distribution Section 011 requisition distrib
utes returns to the audit sections. 

P.rs01lai Audit Divisi.n. The Personal Audit Division has 
charge of the audit and verification of returns from all individuals 
for 1916 and prior years, all returns from individuals having 
incomes of $5000 and over for 1917 and subsequent years, and 
returns for fiduciaries. It deals with all individual returns except 
those which are in the classes sent to the Special Audit Division 
or those in which the exploitation of natural resources furnishes 
the major part of the income, which are audited in the Natural 
Resources Division. It also adjudicates claims for refund. The 
general procedure as regards the auditing of returns and claims 
has already been described on page 73. It is divided into 'the 
Office of the Head of Division, six Personal Sections numbered 
from I to 6, a Review Section and a Field Review Section. If it 
is necessary to make a field audit, instructions are prepared and 
forwarded through the Field Division. 

Personal Sections 1 to 5 are engaged on the same classes of 
wor1,. the division into separate sections being made for adminis
trative control. They deal with all returns from individuals for 
1916 aud prior years and returns of individuals reporting net 
incomes of $5000 and over for 1917 and subsequent years. 

The work of the Persoual Audit Section 6 is ~milar to that 
described above for sections 1 to 5, except that this section deals 
only with returns submitted by fiduciaries and partnerships, deter
mines the correct tax liability and adjusts claims upon the basi. 
thereof in all ca~s except those referred for special consideration 
or investigation elsewhere in the unit. 

The Field Review Section reviews reports of field audits made 
on returns filed by individuals, fiduciaries, and partnerships, deter
mines the correct tax liability and adjUSts claims upon the basis 
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-thereof, in all cases except those referred for special consideration 
or investigation elsewhere in the unit. 

The Review Section reviews the work done in the six personal 
audit sections and the Field Review Section. 

C orpuration Audit Division. The Corporation Audit Division 
is engaged in the audit and verification of returns and claims of 
corporations regardless of amount of income, with the exception 
of returns of corporations whose major activities are the develop
ment and exploitation of natural resources (these returns being 
audited by the Natural Resources Division), and the class of 
returns handled by the Special Audit Division, which include con
solidated returns of affiliated corporations, returns involving claim 
for amortization of investment made to stimulate the production 
of articles needed for the prosecution of the war, returns in which 
it is necessary to make adjustments of capital investment, and 
returns involving the excess profits of corporations whose capital 
can not readily be determined. The general procedure is the same 
as has been heretofore described on page 73- The division is 
composed of the Office of the Head of the Division, five sections 
dealing with the returns of corporations engaged in definite lines of 
business, and a Review Section as follows: 

Manufacturers Section 
Trading Section 
Public Utilities and Personal Service Section 
Finance Section 
Miscellaneous Section 
Review Section 

The Manufacturers, Trading, Public Utilities and Personal Ser
vice, Finance. and Miscellaneous sections audit the t"eturns of 
corporations in much the same manner as the Personal Audit 
Division audits the returns of individuals. The Manufacturers 
Section audits returns of corporations engaged in manufacturing. 
The Trading Section deals with returns of corporations which are 
engaged in trading, but which do not engage in manufacturing. 
The Public Utilities and Personal Service Section deals with returns 
of corporations operating public utilities and of corporations whose 
income is to be ascribed primarily to the activities of the principal 
owners or stockholders who are themselves regularly engaged in 
the active conduct of the affairs of the corporation _ and whose 
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capital is not a material income producing factor; the corporations 
last named are termed personal service corporations by the income 
tax laws. The Finance Section handles the returns of banks, oilier 
financial institutions, and insurance companies. The Miscellaneous 
Section audits the returns of all corporations not assigned to the 
other sections. The Review Section reviews the work of the other 
sections of the Corporation Audit Division. 

Speci<Jl Audil Divisioll. The Special Audit Division is concerned 
entirely with the audit of returns and claims of corporations for 
which special provision is made in the internal revenue laws. Its 
field of work, which is described more fully under the account of 
the duties of the several sections, includes various features of the 
application of the excess profits tax, deductions for amortization 
on account of capital expenditure incurred for producing articles 
needed during the war, and the consolidated returns of affiliated 
corporations. The general procedure is the same as that described 
on page 73. The organization consists of the Office of the Head 
of the Division and the following sections: 

Special Assignment 
Special Assessment 
Amortiution 
Cons\,lidattd Returns Subdivision 
Review 

The Special Assignment Section audits all corporate excess 
profits returns in which it is necessary to make adjustments of 
capital investment as the result of reorganizations or the claim 
for a paid-in surplus. This section also handles all other excess 
profits tax returns which are intricate or which require technical 
adjustment, and all returns and reports which indicate fraud on 
account of which the 100 per cent pena1ty for 1917 and previous 
years and the So per cent penalty for 1918 and subsequent )'QrS 

are involved. 
The Special Assessment Section is concerned with certain cases 

which arise under the war profits and excess profits taxes imposed 
by the revenue acts of 1917 and 1918. As these taxes have been 
repealed. the work assigned to this section will cease when pending 
cases ha\'e been disposed of. The work of this section results 
from the applkation of Section 210 of the Revenue Act of 1917 
(40 Stat. L.. 307) and Sections .P7 and 328 of the Revenue Act 
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of 1918 (40 Stat. L., 1093), which provide methods for assessing 
the amount of tax when the invested capital can not be determined, 
and for the relief of corporations which would suffer exceptional 
hardship due to abnormal conditions. 

The Amortization Section audits all returns in which deduction is 
claimed for amortization in the case of buildings or other facilities 
acquired for the production of articles contributing to the prose
cution of the war. All of the work of this division results from 
the operation of Section 214, Paragraph 9, of the aet of 1918 (40 
Stat. L., 1067). 

The Consolidated Returns Subdivision audits the returns of 
corporations which are affiliated and which are allowed to make 
a consolidated return for all the constituent companies. Under 
the aet of 1921 (42 Stat. L., 260) two or more corporations are 
" deemed to be affiliated (I) if one corporation owns directly or 
controls through closely afIiliated interests or by a nominee or 
nominees substantially all the stock of the other or others, or (2) 
if substantially all the stock of two or more corporations is owned 
or controlled by the same interests." The procedure in connection 
with the detailed audit is largely the same as that described on 
page 73. The Consolidated Returns Subdivision consists of the 
following Sections: 

Administrative Section 
Affiliations Section 
Sections A, B, D, and E 
Railroad Section 

The Administrative Section is responsible for the operation of 
the division and the distribution of work to the other sections. 

The Affiliations Section makes a preliminary examination of 
all cQnsolidated returns in order to determine whether a consolidated 
return may properly be made under the statute. After the return 
is passed by the Affiliations Section it is forwarded to one of the 
other sections for detailed audit. 

Seetions A, D, and E make the detailed audit of all consolidated 
returns except those made by corporations engaged in the exploita
tion of natural resources or operating transponation companies 
and other public utilities. 

Section B has charge of the audit of all consolidated returns 
made by corporations in which natural resources are a minor 
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interest, those in which natural resources are a major interest 
being audited in the Natural Resources Division. . 

The Railroad Section deals exclusively with consolidated returns 
of all steam and electric railroads. . . 

The Review Section reviews the work of the other sections of 
the division. 

Natural ResourCls Division. The Natural Resources Division 
has charge of the audit of all returns in which the major part of 
the income is received from the exploitation of natural resources. 
The organization of this division consists of the Office of the Chief 
of Division and the following sections: 

Audit F 
AuditG 
Audit H 
Oil and Ga. Valuation 
Coal Valuation 
Uotal. Valuation 
Non-motals Valuation 
Timber V.luation 
Review 

The audit carried on in this division is divided into two parts: (I) 
The determination of the value of the property as of dates signifi
cant dnder the law and the detennination of the proper amount 
allowable as deduction on account of depletion, and (2) the applica
tion of these valuations and depletions to the return and the detailed 
examination of the returns for verification of items of income and 
other allowable deductions. The detennination of the value and 
of the amount of depletion is made in the five valuation sections 
listed above, whose names indicate the particular classes of resources 
with which each is concerned. The audit proper is made in the three 
audit sections. Audit Section F audits all returns of individuals 
and non-affiliated corporations in which natural resources are 
involved as .. major interest, except those bandied by Audit 
Section H. Audit Section G handles all returns of affiliated cor
porations in which natural resources are a major interest. Audit 
Section H bandies such returns relating to natural resources as 
~uire consideration to be given to the special assessment by reason 
of the fact that the invested capital can not be detennined in the 
ordinary DWlnner. It also audits the teturns relating to natural 
resources made by .. foreign corporation or by .. corporatioo which 

as-II 
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of 1918 (40 Stat. L., 1093), which provide methods for assessing 
the amount of tax when the invested capital can not be determined, 
and for the relief of corporations which would suffer exceptional 
hardship due to abnormal conditions. 

The Amortization Section audits all returns in which deduction is 
claimed for amortization in the case of buildings or other facilities 
acquired for the production of articles contributing to the prose
cution of the war. All of the work of this division results from 
the operation of Section 214, Paragraph 9, of the act of 1918 (40 
Stat. L., 1067). 

The Consolidated Returns Subdivision audits the returns of 
corporations which are affiliated and which are allowed to make 
a consolidated return for all the constituent companies. Under 
the act of 1921 (42 Stat. L., 260) two or more corporations are 
" deemed to be affiliated (I) if one corporation owns directly or 
controls through closely affiliated interests or by a nominee or 
nominees substantially all the stock of the other or others, or (2) 
if substantially all the stock of two or more corporations is owned 
or controlled by the same interests." The procedure in connection 
with the detailed audit is largely the same as that described on 
page 73. The Consolidated Returns Subdivision consists of the 
following Sections: 

Administrative SectiOD 
Affiliations Section 
Sections A, B. D, and E 
Railroad Section 

The Administrative Section is responsible for the operation of 
the division and the distribution of work to the other sections. 

The Afli\iations Section makes a preliminary examination of 
all consolidated returns in order to determine whether a conso1idated 
return may properly be made under the statute. After the return 
is passed by the Affiliations Section it is forwarded to one of the 
other sections for detailed audit. 

Sections A, D, and E make the detailed audit of all consolidated 
returns except those made by corporations engaged in the exploita
tion of natural resources or operating transportation companies 
and other public utilities. 

Section B has charge of the audit of all consolidated returns 
made by corporations in which natural resources are a minor 
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interest. those in which natural resources are a major interest 
being audited in the Natural Resources Division. . 

The Railroad Section deals exclusively with consolidated returns 
of all steam and electric railroads. . . 

The Review Section reviews the work of the other sections of 
the division. 

N Glul'/Jl Resources Division. The Natural Resources Division 
has charge of the audit of all returns in which the major part of 
the income is received from the exploitation of natural resources. 
The organization of this division consists of the Office of the Chief 
of Division and the following sections: 

AuditF 
Audit G 
AuditH 
Oil and Gas Valuation 
Coal Valuation 
Metals Valuation 
Non-metals Valuation 
Timber Valuation 
Revie" 

The audit carried on in this division is divided into two parts: (I) 
The determination of the value of the property as of dates signifi
cant under the law and the determination of the proper amount 
allowable as deduction on account of depletion. and (:I) the applica
tion of these valuations and depletions to the return and the detailed 
examination of the returns for verification of items of income and 
other allowable deductions. The determination of the value and 
of the amount of depletion is made in the five valuation sections 
listed above. whose names indicate the particular classes of resources 
with which each is concerned. The audit proper is made in the three 
audit sections. Audit Section F audits all returns of individuals 
and non-afliliated corporations in which natural resources are 
involved as a major interest. except those handled by Andit 
Section H. Audit Section G bandies all returns of affiliated c0r

porations in which natural resources are a major interest. Audit 
Section H bandies such returns re1ating to natural resources as 
require consideration to be given to the special assessment by reason 
of the fact that the invested capital can not be determined. in the 
ordinary nmner. It also audits the teturns re1ating to natural 
resources made by a foreign corporation or by a corporaticm which 

as-u 
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would suffer an exceptional hardship by assessing the tax in the 
arbitrary manner provided by law, The work of this section 
embraces all cases rising under Section 210 of the Revenue Act 
of 1917, Sections 327 and 328 of the Revenue Act of 1918, and 
Sections .327 and 328 of the Revenue Act of 1921,' The Review 
Section reviews the work of all the other sections, 

, Sections 327 and 328 of the Revenue Act of 1921 are as follows: 
SEC. 327. That in the following cases the tax shall be determined a • 

. provided in section ,328. 
(a) Where the Commissioner is unable to determine the invested capital 

as provided in section 326; 
(b) In the case of a foreign corporation or of a corporation entitled to 

the benefits of section .62; 
(c) Where a mixed aggregate of tangible property and intangible 

property has been paid in for stock or for stock and bonds and the Com
missioner is unable satisfactorily to determine the respective values of the 
several classes of property at the time of payment, or to distinguish the 
classes of property paid in for stock and for bonds, respectively; 

(d) 'Where upon application by the corporation the Commissioner finds 
and so declares of record that the tax if determined without benefit of 
this section would, owing to abnormal conditions affecting the capital or 
income of the corporation, work upon the corporation an exceptional hard-

, ship evidenced by gross disproportion between the tax computed without 
benefit of this section and the tax computed by reference to tb. representa
tive corporations specified in section 328. This subdivi.ion shall not apply 
to any case (I) in which the tax (computed without benefit of this sec
tion) is high merely because the corporation earned within the taxable year 
a bigh rate of profit upon a normal invested capital, nor (.) in which SO 
per centum or more of the gross income of the corporation for the tax
able year (computed under section 233 of Title II) consists of gains, profits, 
commissions, or other income, derived on a cost~plus basis from a Govern
ment contract or contracts made between April 6, ]917. and November II. 
1915, both dates inclusive. 

SEC. "328. (a) That in the case. specified in section 327 the tax .hall be 
the amount which bears the same ratio to the net income of the taxpayer 
(in excess of the specific exemption of $3000) for the taxable year, as the 
average tax of representative corporations engaged in a like or Jimilar 
trade or business, bears to their average net income (in excess of the speci
fic exemption of $3000) for luch year. In the case of a foreign CXlrpora
tion or of a corporation entitled to the benefits of section 262 the tax shall 
be computed witbout deducting the specific exemption of $JOOO either for 
tbe taxpayer or the representative corporationJ. 

In computing the tax under this section the Commissioner shall compare 
the taxpayer only with representative corporations whose invested capital 
can be satisfactorily determined under section 326 and which are, as 
nearly as may be, similarly circumstanced with respect to aro,. income, 
net income, profits of unit of busincss transacted and capital employed, the 
amount and rate of war profits or excess profits, and aU other rein-ant 
facts and circumstances. 

(b) For the purposes of subdivision (a> the ratio. between the average 
tax and the average Det income of representative torporadonl shall be 
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This division also handles all claims for refund or abatement 
within the field described above. The general procedure in-the 
division is the same as described on page 73. 

Field DifJisiotl, The Field Division has charge of the field force 
of revenue agents and inspectors who examine the books of tax
payers in order to determine whether proper return of income has 
been made. The Washington force does not audit any returns; 
the function of the division is to supervise the field auditors and 
to transmit the necessary instructions prepared by the Personal 
Audit Division, the Corporation Audit Division, the Special Audit 
Division, or the Natural Resources Division. The division is 
divided into the Office of the Head of the Division, the Field 
Reports Control Section, and the Field Personnel Section. . 

The Field Reports Control Section comprises a normal force of 
about one hundred clerks. It is divided into three subsections, 
subdivided into ten units, the work of which consists of recording 
and transmitting to revenue agents in charge of field divisions 
all cases in which investigations or field audits are directed; examin
ing reports received from field divisions for the purpose of ascer
taining whether the general or specific instructions given examining 
officers have been complied with and the information requested 
has been supplied; assembling all returns and related papers 
necessary for the final audit of reports; recording completion of 
field investigations and transmitting completed reports and all 
related papers to auditing sections; recording the amount of addi
tionn! income and profits taxes recommended and assessed on the 
basis of reports received from the several field divisions; preparing 
correspondence relati\~ to investigations conducted by the field 
force and any matters relative thereto. 

determined by the Commissioner in ac:cordllDce with n:guIatioDs pre
scribed by bim with the .pproval of the Secmary. 

(c) The Commissioner shall bep • record of aD cases in which the 
tax is determined in the manner pn:scribed in subdivisioD (a). CXIIltaininC 
the __ and .dd ...... of each taxpayer. the bosiDes. in which engaced, the 
amount of in_ted capital and net income shown by the return, and the 
amount of in_ted capital as d.termined and... such subdivisi.... The 
Commissioner shan furnish. copy of such record and oth« detailed infor
malioa with respect to ,ncb cases wbeD ft1Iuired by ftSOIutioa of either 
House of Congress. .. itbnut regard to the restrictions CXIIltained in otetion 
157· 
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This section is divided into the Office of the Chief and the follow
ing subsections: 

Correspondence Subsection: 
Unit I 
Unit 2 

Corporation Subsection 
Individual Subsection 

The Correspondence Subsection consists of the Office of the 
Chief of Subsection and two units known as Unit I and Unit 2. 

The Office of the Chief of Subsection is in charge of the two 
sections, whose work is the correspondence with field agents, 
collectors, and taxpayers regarding returns or claims which are 
the subject of field investigation. 

The Corporation Subsection is charged with the work of sending 
all necessary papers relating to corporations to the field auditors 
and of checking the reports to see that the infonnation requested 
has been obtained. It is divided into the Office of the Chief of 
Subsection and the following units: 

Receiving and Recording 
Assembling and Preliminary Audit 
Abstracting and Photostating 
Oosing Entries Revenue AgentS Reports 

The work of the Receiving and Recording Unit consists of 
recording revenue agents' reports covering the income and excess 
profits tax of corporations, as received from the field divisions, 
and seeing that the abstracts, photostats, and related papers sent 
revenue agents in charge of divisions are returned and attached 
to reports. 

The work of the Assembling and Preliminary Audit Unit consists 
of examining reports on the income and profits tax liability 
of corporations for the purpose of ascertaining whether the general 
or specific instructions given examining officers have been complied 
with, and the information required has been given in the report. 
Returns, correspondence, and all related papers necessary for final 
audit are secured, assembled, and attached to each report. 

The Abstracting and Photostating Unit indexes and furnishes 
field divisions with abstracts and copies of corporation income and 
profits tax returns for verification. 

The work of the Oosing Entries Revenue Agents' Reports Unit 
consists of recording the number of abstracts, transenpts, and 
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photostats of returns of corporations, individuals, and partnerships 
sent to and received from revenue agents' divisions each day; the 
amount of additional tax assessed on the basis. of revenue agents' 
reports received from each division; the amount of additional tax 
recommended by examining officers; closing revenue agents' reports 
covering the tax liability of corporations, individuals, partnerships, 
and withholding agents; and other miscellaneous work assigned 
from time to time. 

The work of the Individual Subsection consists in the sending 
to field agents of all necessary papers for the examination of returns 
by individuals, partnerships, withholding agents, and fiduciaries. 
It is organized into the Office of the Chief of Subsection and the 
following units: 

Receivinr and Recordinr Unit 
Assomblinr and Prelirninar)' Audit, Partnerships and Withholdior 

Agents Unit 
A ... mblinr and Preliminary Audit, Individuals and Fiduciaries' Unit 
Tranlcribinr lnd Photostatinr Unit 

The work of these units is the same as that of the corresponding 
units in the Corporation Section. 

The Field Personnel Section arranges for and records appoint
IJlIents, promotions, transfers, reductions, and separations from the 
service of all field employees, supervises field allowances, issues 
pocket commissions, e.'C8Il1ines pay vouchers of field auditors on 
duty in Washington, prepares correspondence relating to the ad
ministration of the field personnel, ascertains the needs of the 
field offices as til space, equipment, and supplies, prepares requisi
tions, arranges for the serni-annual inventory of field equipment 
and supplies, and analyzes the work reports of individual field 
officers and of fidd divisions as a whole. 

For the purpose of making detailed examinations of the books 
of taxpayers subject to income and estate taxes there have been 
organized thirty-five field divisions, which operate under the super
\'ision of the head of the Field Division. In the more important 
divisions suboffices ~ also maintained. This field force on June 
30, I~ was composed of thirty-five revenue agents in charge. 
11442 income tax officers, J26 estate tax officers, and 436 clerks. 

A revenue agent in charge is assiped to each division. His 
duty is to supervise the force of agents and inspectors under him, 
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assign the cases for investigation, train the newly appointed officers, 
'and distribute his force and the work so that the best results may 
be obtained, The agent in charge conducts all correspondence 
between the Bureau and his division, and each month submits to 
the Bureau reports covering the work performed in his division, 

The internal revenue agents and inspectors on income tax work 
are engaged in the verification and investigation of income tax 
returns, Before being assigned to the field, these officers undergo 
a course of special training in the Income Tax Unit at Washington; 
and are required to pass an examination to demonstrate their quali
fications to perform the field work As a result of the work of 
these officers the additional tax recommended for assessment during 
the fiscal year 1921 amounted to $243,'P4,146,87, 

The officers engaged on estate tax work, while under the general 
supervision of the revenue agent in charge, are controlled by the 
Estate, Tax Division. Their duties require the appraisal of a 
decedent's property and the audit of his books of account and 
records for the purpose of determining his net worth at the time 

,of death; also the computation of the proper tax. Before taking 
up the field work, these officers are also required to undergo a 
course of training and pass examination to determine their fitness 
for the work. 

A list of the field divisions and the collection districts in each 
one is given on pages 184 to 188. 

Statistical Division. The Statistical Division has charge of the 
compilation of statistics of income authori2ed by the act of Septem
ber 8, 1916, and later laws, It is divided into the following sub
divisions: 

Compilation and Analysis Section 
Edit and Code Section 
Card Punch Section 
Tabulation and Sort Section 
Research Section 
Special Tabl .. Section 
Comptometer Section 

The Compilation and Analysis Section determines the character 
of data to be compiled, analyses and interprets the statistics, and 
prepares the text accompanying statistical tables, The Edit and 
Code Section prepares the returns so that the data can be trans-
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ferred to cards by the card punch operators, and verifies the 
punching after the cards and returns are returned by the Card 
Punch Section, which has charge of the card punching by means 
of which the data on the returns are made available for tabulation. 
In the Tabulation and Sort Section the punched cards are sorted 
according to the classifications adopted for the statistical reports. 
The Research Section selects comparative data of representative 
concerns for constructive purposes in considering appeals of tax
payers, as wen as comparative data relative to prewar income in 
adjusting all claims filed by income taxpayers, and other miscel
laneous data in connection with other sections of the revenue acts; 
it also compiles special tabulations for administrative purposes. 
The Special Tables Section transcribes and assembles income tax 
data from the returns of net income for the tabulation of special 
compilations to indicate in general the trend of taxable income. 
The Comptometer Section performs the mechanical computations 
in connection with the preparation of all statistical tabulations, 
schedules, and other statements compiled by the Statistical Division. 

Accounts and Collections Unit. The Accounts and Collections 
Unit is a purely administrative one, which deals with the &CCOWlts 
of collectors, and which has no point of contact with the public. 
It is in charge of a deputy commissioner, and is divided into the 
Office of the Deputy Commissioner, and the four following divi
sions: 

Collection Sonice 
Office Accounts and Procedure 
Disbursement 
Stamp 

ORic, of D .. /'NIY Commis.siotow. The Office of the Deputy 
Commissioner exercises general supervision over the work of the 
unit. Under the direct supervision of the Deputy Commissioner 
is a Control Section by which a n:cord is k-ept of all aIIotmeuts 
for the e.~diture of money, and of all changes in personnel. 
The several units of the Bureau render to the Deputy C0m
missioner in charge of the Accounts and Collections Unit semi
monthly reports showing all changes in compensation either in the 
field or in Washington. Each month a statement is submitted 
to the Commissioner showing the c:ondition of the appropriatioas, 
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the number of employees by designation, and the annual rates. 
This is supplemented' by another monthly statement showing 
expenditures under the various allowances granted. 

Collection Service Division. This division is in charge of the 
administration and methods of the Field Collection Service. To 
permit of the most efficient management and equitable distribu
tion of .work, it is divided into four sections: 

Personnel 
Field Procedure 
Supplies, Equipment, and Space 
Correspondence Study 

The Personnel Section has supervision over all personnel in 
collectors' offices; supervises the preparation of correspondence 
involving additional personnel, temporary help, promotions, and 
reductions, as we)) as cases of disciplinary action affecting col
lectors~ employees. This section is also charged with maintaining 
efficiency records and ratings of all employees of the collection 
service. All complaints against collectors' offices; their personnel, 

,and the service rendered by them are handled by this division. 
The Field Procedure Section has charge of field organization 

and procedure. It is also charged with the inauguration of various 
delinquent tax drives and with the supervision of all field pro
cedure in collectors' offices. In addition this section prepares all 
statistical information necessary on the establishment or creation 
of new internal revenue collection districts, as well as the exten
sion of the divisional headquarters plan of organization. 

Examination of collectors' offices is made periodically by super
visors of accounts and collections according to the form pre
sribed by instructions issued by the Deputy Commissioner. These 
instructions are of a confidential nature, and the procedure in 
examining and inspecting the various collectors' offices and their 
accounts is much the same as that employed by bank examiners. 
Monthly reports are required of all supervisors covering all their 
activities. . 

The work of the supervisors assigned to field procedure is to 
assist the collectors in building up the efficiency of the collectors' 
field forces, by perscinally meeting the chief field deputy and divi
sion chiefs and instructing them in the methods of procedure 
adopted for field work. They are required to make monthly 
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reports of all activities, giving special attention as to the qualifica
tions and efficiency of the personnel employed in the field, particu
larly as to the fitness of each division chief. 

Supervisors are expected to be able at all tinles to give collec
tors and their employees instructions and advice as to the laws 
and regulations governing the management of the collection 
service. 

The Supplies, Equipment, and Space Section is charged with 
the procurement of supplies, equipment, and space for offices in 
the sixty-five collection districts. In addition it is charged with 
the distribution of supplements and corrections to the Internal 
Revenue Manual, and the keeping of a correct mailing list show~ 
ing the number of copies of the Manual and corrections and inser
tions to be sent to each division headquarters. There also devolves 
upon this section the work of preparing inserts, corrections, and 
addenda for the Manual in proper form for forwarding to the 
Government Printing Office. 

The Correspondence Study Section is engaged in the prepara
tion of assignments, quizzes, and solutions in connection with the 
correspondence study courses furnished to employees in collec
tors' offices, covering the general tax laws, accounting, bookkeep
ing, and commercial law. 

Dit.;,non of Of/it". ACt"o",,'s oad Proctdur,. This division has 
charge of the office procedure and accounting methods in collectors' 
offices, as well as the auditing of all revenue accounts of collectors. 

Disb"rsnMftl Dit.;,non. As the title implies, this division super
vises the administrative audit of the disbursing accounts of all 
collectors, revenue agents in charge, and other special disbursing 
agents. In addition. all miscellaneous bills for transportation. 
equipment. telephone service, rental, etc .• paid from internal reve
nue appropriations by the Disbursing Oerk for the Treasury 
Department are examined in this division before payment is made, 
and all amounts aUo\Yed for the refund of taxes iUegally collected. 
redemption of stamps. abatement of claims, etc .• are recorded. 

SllJ'"~ DttwR. This division receives all internal revenue 
stamps from the Bureau of Engraving and Printing aod bas charge 
of the issue to collectors of internal revenue stamps of every 
character used for collecting taxes; it.aIso handles applications 
for refunding where stamps have been 10.'1 or destroyed by _void-
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able accident and applications for special printing of case and strip 
stamps. It checks the stubs of stamps books returned by collec
tors, and credits to collectors stamps of obsolete issues returned, 
and provides for their disposition. The Stamp Division is respon
sible only for the receipt and distribution of stamps. It has noth
ing to with the interpretation of the laws imposing stamp taxes, 
these laws being administered by other divisions, as indicated on 
other pages. 

CollectOf's of Internal Revenue. The collectors of internal reve
nue constitute both the collecting and assessing force for practi
cally all of the revenue taxes. They collect all the taxes, but in 
some cases the assessing is done by the field agents of the units 
which administer certain special taxes. 
. There are at present sixty-five collection districts, the maximum 
number allowed by Section 3142 Revised Statutes, as amended by 
the act of March 4, 1923 (Public 495, Sixty-Seventh Congress), 
each 'of which is in charge of a collector of internal revenue. The 
boundaries of the districts are not fixed by law, but are prescribed 

• by the President who may divide any state or territory into several 
districts, or combine two or more states in one district. At present 
no collection district embraces areas in more than one state, but 
the Territory of Alaska forms part of the Washington district and 
the District of Columbia is a part of the Maryland district. 

In each district there are division, zone, and stamp offices, all 
of which are operated under the direction of the collector for the 
district. The division offices are located in the chief tax paying 
centers, there being several in the cities of New York, Phila
delphia, and Chicago. The zone offices are located in the small 
towns and are open for only a short time each month for the pur
pose of assisting taxpayers in making out their returns. The 
stamp offices are operated for the sale of stamps only, and are 
located in the tobacco manufacturing districts. A list of all offices, 
with the exception of zone offices is given on pages 190 to 197. 

The collectors of internal revenue or their deputies are the only 
officers authorized to make collection of any internal revenue tax. 
The collector credits the account of the ta'xpayer with all pay
ments or abatements authorized by law, but he does not make 
refunds, as refunds are made by the Disbursing Oerk of the Trea
sury Department on the order of the Commissioner of Internal 
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Revenue. He mails blank forms to all persons who paid a tax dur
ing the preceding taxable period and to others whom he considers 
liable to make returns. He also'sends bills to taxpayers for install
ment payments when these are authorized. The collector does 
not pass on any claims for abatement, all these being forwarded to 
the Washington office. He does, however, recommend the assess
ment of penalties and can recommend abatement of such penal
ties or the refund of such penalties if they have been illegally or 
erroneously assessed or collected. The Commissioner only is 
authorized to abate assessments or refund taxes. 

In the case of the income tax, the collector receives the return 
and enters the amount on the assessment list, which is prepared 
from the returns as submitted, and which shows the total to be 
collected. It is his duty to see that all persons subject to the tax. 
make a return, and through his deputies he interviews persons 
thought to be delinquent and examines their books if necessary. 
Returns of individuals having incomes over $5000 and of cor
porations are forwarded to Washington for auslit and review after 
a preliminary examination to ascertain that the return is properly 
executed. Returns for individuals havipg incomes of less than 
$5000 are audited and reviewed in the collector's office, and after 
this work is completed they are retained in his files. In case of 
any apparent discrepancy in the return the matter is either 
adjusted hy correspondence or through a personal interview by a 
field deputy. If the Washington office desires further informa
tion for use in the audit of the returns sent there, it is obtained 
either through the collector, through a field agent of the Income 
Tax Unit, or by direct correspondence. If the Income Tax Unit 
changes the assessment, the collector is notified so that he may 
maI..-e appropriate notation on the assessment list. 

In the case of the tax on specific commodities or services, or 011 

dues and admissions, an examination of the returns is made by 
the Washington office, but the collector is required to make fre
quent examination of the books of all concerns subject to the tax 
in order to ascertain whether proper returns are made. 

AU sales tax drives are directed from the Washington office, 
which issues all instructions relative to ~em. The force operat
ing these drives coosists of members of the deputy c:o\lectors' 
force of the particular district in which the drive may be in 
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operation. The Sales Tax Division of the collector's office aids 
in these drives only in so far as it offers such information contained 
in its records as may lead to the detection of delinquents. 

When an estate tax return is received, the amount is entered on 
the assessment list and the return forwarded to Washington for 
audit and review. If any questions arise concerning the return, 
they are settled through the collector, by direct correspondence 
with the executor, or through a field representative of the Estate 
Tax Division. 

The duties of the collectors in connection with the capital stock 
tax consist in securing returns from all corporations, the general 
examination of the returns to see that they are complete, the enter
ing on the assessment list, and the collection of the tax. The 
detailed audit of these returns is made in Washington. Dis
crepancies in returns are settled either by correspondence or field 
audit by deputy collectors of the collector's force especially 

. assigned to this duty. 
The collectors are responsible for the canvass of their districts 

in order to secure payment of the occupational and license taxes 
by all persons subject to them; with the exception of the taxes on 
distilleries and other regulatory taxes, which are assessed by pro
hibition agents and collected by collectors. 

The collector is responsible for the imposition of all stamp taxes 
except those on lawfully manufactured alcohol and narcotics, for 
which the inspection work is carried on by prohibition and nar
cotic agents. The stamps, however, must be procured from the 
collector. In the case of taxes on tobacco products, this work 
involves a detailed examination of the accounts of every manufac
turer in order to insure that all tobacco is accounted for by stamps 
and that the stamps have been properly cancelled. Examination 
is also made of retail stores to see that stamped boxes or containers 
are not used twice. 

The assessment of all taxes on manufacturers and dealers in 
alcoholic liquors and narcotics and the police work in connection 
with the stamp taxes on these products are done by the prohibi
tion and narcotic agents of the Prohibition Unit. The collectors 
issue the licenses and sell the stamps, but are not responsible for 
the enforcement of the laws. 
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The collector is responsible for the enforcement of the law and 
the collection of the regulatory taxes on oleomargarine, mixed 
flour, filled cheese, adulterated or renovated butter, and white 
phosphorus matches. These taxes are imposed as license taxes 
on the manufacturers and as stamp taxes on the products. If the 
products mentioned are manufactured and sold, it is the duty of 
the collector through his deputies to see that the license taxes are 
paid, that stamps are affixed and cancelled, and that the labeling, 
marking, and packing conform to the provisions of the law. 

There are two major subdivisions in the offices of collectors; 
that of the Chief Office Deputy, who has charge of the adminis
tration of the office work and that of the QUef Field Deputy, who 
is in charge of the field activities and also the work in connection 
with the discovery of delinquent taxpayers. 

The volume of business in the several offices of the collectors of 
internal revenue does not warrant a uniform organization, but 
the general plan embraces the following divisions: 

Administration Division 
Income Tax Division 
Cashier's Division 
Bookkeeping Division 
Sales Tax Division 
14i,,,,,lIonooo, Tax Division 

In the smaller offices some of the divisions are consolidated, but 
in the larger ones some are further subdivided into sections. 

The Administration Division is in charge of the Chief Office 
Deputy. who is responsible for the proper conduct of the work of 
all the other divisions of the office. It is the duty of this division 
to see that all heads of other divisions are kept properly informed 
of changes in the regulations or changes in the manual of procedure 
issued for the guidance of collectors and their employees. This 
dhision also handles all matters pertaining to the personnel of the 
office. equi~nt. and supplies. 

The Income Tax Division is in the charge of a Chief of Divi
sion, who is required to be thoroughly con\'VSaIlt with the provi
sions of the income tax laws and regulations so as to be able to 
render competent advice and suggestions to taxpayers seeking 
information. 

This division is responsible for the. preparation of the card 
index of ta"-payers for the ase of the Chief Field Deputy. for the 
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examination of returns in order to see that they are properly exe
cuted and that all supporting papers are attached, and for the 
handling of all claims for abatement, credit and refund involving 
income taxes. 

The Cashier's Division is charged with the responsibility of 
opening the mail and attaching remittances to the documents; sort
ing remittances according to depository classification; depositing 
all remittances; serially numbering returns; sorting the returns 
according to the classification of the tax list; keeping control over 
all remittances received according to the tax and sections of the 
list to which they pertain, and the sale of stamps. 

The Bookkeeping Division has immediate supervision of the 
recording of all transactions affecting the revenue accounts of the 
collector's office. 

The Sales Tax Division is responsible for the proper conduct 
of all matters pertaining to the collection of sales taxes, including 
the preparation of sales tax lists, the posting of sales tax returns 
and the sending of blank returns on the first day of each month to 
sales taxpayers. 

The Miscellaneous Tax Division has charge of the collection of 
all taxes other than income and ~Ies, provided there are not sepa
rate divisions pertaining to tobacco, spirits, capital stock, and 
estate taxes. 

The audit of all returns of individuals reporting net incomes of 
less than $5000 is made in the offices of the collectors, but no 
separate unit is organized for this work, the auditing being done 
by deputy collectors who are directly under the collector. 

The Chief Field Deputy has cbarge of the division, zone, and 
stamp offices and of all deputies assigned to search for delinquents 
or to examine the books of taxpayers. He and his assistants are 
directly responsible for all field work in connection with the 
enforcement of the internaI revenue laws. 

Division, zone, and stamp offices are maintained for the con
venience of taxpayers or to aid in locating delinquents. Some of 
the division offices sell stamps, but their main duties are in con
nection with the collection of income and sales taxes. Only a few 
of the larger division offices receive cash for taxes, but all of them 
receive checks which are forwarded to the collector. The zone 
offices are open for only a short time each year, and are mainly 
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for the purpose of locating delinquents. The stamp offices are 
maintained entirely for the sale of stamps. 

Estate Tax and Capital Stock Tax Unit. This unit was estab
lished for the purpose of administering the capital stock tax and 
the estate tax, and was first placed under an appointed Deputy 
Commissioner on March 1, 1919. Prior to that time the work was 
in its organizational stage and handled by first the Commissioner 
and then by an acting deputy commissioner. 

The organization of the division is as foll~ws: 

Office 01 the Deputy Commissioner 
Estate Tax Division 
Capital Stock Tax Divi~ion 

ORiCl of lis, D,puty C ommissiotU/r. The Office of the Deputy 
Commissioner handles conferences with taxpayers and makes 
administrative decisions on tax problems, personnel. and other 
questions arising in general administration. It is directly respon
sible for the two divisions, all mail being signed by the Deputy 
Commissioner. 

Capital Slock TIJ.~ Division. This division has supervision over 
the assessment and collection of the tax on the capital stock of 
corporations. The organization consists of the Office of the Head 
of the Division and the following sections: 

Office of Administrative auk 
Conference Board 
Audit Sec:tion 
a.irns Section 

The Office of the Head of the Division has direct charge of the 
preparation of regulations and decisions. the formulation of poli
cies. the outlining of office procedure after consultation with the 
Deputy Commissioner in charge and the Office of the Solicitor, 
and the preparation of general correspondence and reports. It 
also exercises general supervision over the work and personnel of 
the several sections of the division. 

The Office of the Administrative Oerk has direction and super
vision of the Assessment, Stenographic. Mail Review. and Mail 
and File sections. into which it is divided. It also has charge of 
the leave records and efficiency ratings of the division. 

The Assessment Section checks the ~turns with the assessment 
lists made out by the collectors. and notifies the collectors and the 
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Accounts and Collections Unit of any additional assessments or 
of the approval of claims for abatement or refund. 

The Stenographic Section has a central force of stenographers 
and typists who are assigned to other sections as needed. In addi
tion to the transcription of notes, all copying from rough draft, 
typing of claim schedules, and preparation of form letters are 
done here. 

The Mail Review Section reviews all correspondence, except 
that of the administrative office, before it leaves the division, and 
gives constructive criticism thereon. 

The Mail and File Section assorts incoming mail and attaches 
it to the proper returns, after which it is sent to ihe proper section. 
It also has charge of the indexing and filing of all capital stock 
tax returns, together with all correspondence relating to the work 
of the division. . 

The Conference Board, composed of the Deputy Commissioner, 
the Head, and the Assistant Head of the Division, reviews cases 
requiring special attention where protests have been filed by 
taxpayers. 

The Audit Section is charged with the audit of capital stock tax 
returns, the work being done by several administrative groups. 
A group head reviews and is held responsible for the work of all 
examiners under his charge and is relied upon to acquaint his 
examiners with changes in policy, recent rulings, or decisions 
affecting the audit. The group heads confer with the Chief of 
the Audit Section with respect to important cases. Weekly meet
ings are held, the Head of the Division presiding, at which the 
group heads, Chief of Audit, and Chief of Conference Board are 
present. Questions of policy are discussed and any cases involv
ing new problems or questions that have come to the attention of 
the audit force are taken up and determined. 

The Oaims Section is charged with handling all claims for 
abatement or refund of capital stock tax or of penalties imposed. 
The Chief of the Claims Section confers with the group heads of 
the audit sections and other officials, attends the weekly meetings, 
and keeps the section informed on the regulations and policy of 
the Bureau. 

Estol, Taz Division. The Estate Tax Division is charged with 
the administration of all matters relating to the tax on estates. 
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The organization consists of the Office of the Head of the Division 
and the following sections: 

Office of the Administrative Clerk 
Review Committee 
Claim. S.ction 
Valuation Section 
Audit Section 
A •••• sment Section 

The Office of the Head of the Division is responsible for the 
general administrative work and the supervision of all duties 
assigned to the 137 employees in the various sections. It conducts 
hearings and conferences with representatives of estates not con
ducted by the Deputy Commissioner's Conference Committee. 
The Head of the Division and the Chairman of the Review Com
mittee are members of this Conference Committee. 

The Office of the Administrative Qerk is charged with the duty 
of handling all incoming and outgoing mail, keeping attendance, 
personnel, and efficiency records for the entire division; ordering 
major and collateral field investigations, and adjusting offers in 
compromise for specific and ad valorem penalties. It is also 
charged with the duty of supervising the work of the stenngraphic 
and files subsections. It also orders, distributes, and keeps records 
of all supplies and equipment. Subordinate to the office are the 
Stenographic Subsection, which has a central force of sten
ographers and typists who are assigned to individuals in the other 
sections as neded, and the Files Subsection, which has charge of 
the indexing and filing of all return and correspondence relating 
to the estates tax. 

The Review Committee is charged with the duty of preparing 
for the division advisory legal memoranda covering the applica
tion of the estate tax law and regulations, the sufficiency of evi
dencies filed, and the interpretation of wills, tmst instmments, and 
other legal documents in cases under final audit and Dot requiring 
an opinion from the Solicitor of Internal Revenue. Applications 
for emnsions of time to pay estate taxes are handled by this 
committee as well as all letters from collectors in which legal 
principals are involved. All estate tax examiners, revenue agents, 
and inspectors assigned to the di\-ision for study and instruction 
are examined by the c:ommittee. The different members are 

as·ra 
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called upon to assist the Head of the Division and the Deputy 
Commissioner in hearings and conferences with representatives 
of estates. 

The Oaims Section handles all claims for' refund and abatement 
filed by taxpayers and prepares all estate tax abatement schedules 
for collectors and all refund schedules for the General Account
ingOffice. 

The Valuation Section verifies and determines the value of all 
listed, unlisted, and closely held securities for the eight audit 
groups as well as for the claims section, and maintains records of 
determined value. 

The work of the Audit Section is divided into two subdivisions, 
one dealing with estates of residents and the other with estates of 
nonresidents. The audit of resident returns is handled by seven 
groups consisting each of five examiners and one reviewer, who 
is designated .. group head." The audit of nonresident returns is 
handled by a special section consisting of three examiners and a 
chief. There is also a special group consisting of three examiners 
and a chief of section to audit the returns relating to charitable 
bequests. The Audit Section in general verifies and audits all 
returns, determines the final tax, and where necessary assesses the 
specific and ad valorem penalties. The audit of resident returns 
is based in each case on the report of the field investigating officer, 
but the audit of nonresident returns is based in general on exami
nation of foreign inventories and evidence obtained directly by 
this section through correspondence. 

The Assessment Section verifies the assessment list prepared by 
the collectors, advises the collectors and the Accounts and Collec
tions Unit of all changes in assessments, and notifies the collector 
of payment of delinquent taxes. 

Sales Tax Unit. The Sales Tax Unit is charged with the inter
pretation and administration of the taxes on admissions and dues 
and aU taxes on sales of services and commodities not paid by 
stamps. It is under a Deputy Commissioner and consists of the 
following divisions: 

Office of the Deputy Commissioner 
AdministratioD Division 
Technical Division 
ASlessmcnt Division 
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OfficI of D~puly Commissioner. This office has general super
vision over the work of all the divisions of the unit. 

Administration Diflisiott,. This division is charged with' the 
general administrative work of the entire unIt, the stenographic 
force, matters of personnel, efficiency, and time records, supplies 
and equipment, rearrangement of space, receipt and dispatch of 
mail, and other administrative duties. This division consists of 
two sections, Miscellaneous and Stenographic. 

The Miscellaneous Section, which is under the personal super
vision of the head of the division, is responsible for receiving 
into the unit and making proper assignments of personnel and 
transfers of persons within the unit, keeps efficiency and time 
records, furnishes supplies and equipment and messenger service, 
assigns space, and receives and distributes the mail. 

The Stenographic Section is responsible for the stenographic 
and typewriting work of the unit. It has a central force of sten
ographers and typists who are assigned to individuals as needed. 

T,cluticaJ Divi.sioll. This division prepares the sales tax regu
lations, handles all correspondence relating to rulings and interpre
tations of the law, and adjudicates claims for refund and abate
ment of taxes. It comprises the Office of the Head of Division 
and four sections as follows: 

Correspondence Section 
Transportation Oaims Section 
Miscellaneous Oaims Section 
Oai ... File Section 

The Correspondence Section is charged with all matters relat
ing to rulings and interpretations nf taxes on teIq:raph and tele
phone messages, beverages, admissions and dues, and automobiles, 
cameras, carpets, trunks, and other articles on which the tax is 
collected by the manufacturer or retailer. 

Where cases involve a new interpretation of the law. the letters 
are routed to the Solicitor for his approval after they have been 
passed upon by the office of the Head of the Technical Division 
of the Sales Tax Unit. 

The Transportation Claims Section is responsible for the adju
dication of claims for abatement and refund of taxes relating to 
transportation. As these ta,,,es were .discontinued on January I, 

1!p2• this section win probably be abolished as soon as the out
standing claims are disposed of. 
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The Miscellaneous Claims Section is charged with the adjudica
tiOIJ of all claims for the abatement and refund of taxes other than 
those for transportation taxes. This section is also responsible 
for the handling of claims for the abatement and refund of penal
ties assessed or collected for delinquency in filing returns and 
paying taxes when due. 

The Claims Files Section handles all work in connection with 
the receipt, recording, preparing for action, filing and scheduling 
of sales tax claims and all correspondence relating to such claims. 

Assessment Division. This division has charge of the assess
ment lists, accounting in connection therewith, returns, assessment 
of penalties, reports of delinquency on the part of taxpayers, inves
tigations, offers in compromise, certification of claims, and the 
adjudication of claims for credit. It consists of the Office of the 
Head of the Division and three sections: 

Investigation Section 
Assessment Section 
Credits Section 

The Investigation Section acts upon all reports of delinquent 
taxpayers, directs all investigations relative to sales tax matters, 
handles all offers in compromise, and in addition, operates its 
own files. All correspondence with collectors relative to reports 
of deliquencies is handled by this section as well as all correspon
dence in connection with investigations, both special and general. 
Prosecutions are recommended and offers in compromise sug
gested. Compromise offers received are considered and recom
mendation made to the Solicitor as to their acceptance or rejection. 
All general letters of instructions to collectors with respect to 
procedure or the interpretation of the law and regulations in 
regard to sales taxes are prepared and issued by this section. 

The Assessment Section receives the sales tax lists and returns 
from the several collection districts each month; verifies collec
tor's totals, making such corrections as are necessary; compares 
each entry on the lists with the information shown on the tax
payer's return, assessing any additional tax, penalties, or interest 
found due, and making other necessary corrections; makes up a 
supplement to each list carrying items found due by the Investigat
ing Section, and items found due from a check of the returns, 
with notice and demand to taxpayers covering assessments 
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thereon: and prepares the assessment certificates for each list 
showing the total charge against the collector. It also verifies the 
collector's certificate on each claim for refund or abatement filed 
by taxpayers: adjusts claims for refund of excess collections filed 
by collectors; and files all sales tax returns. 

The Credits Section is responsible for the adjudication of claims 
for credit on sales tax returns and the necessary correspondence 
in connection therewith. Certifications of such claims against the 
assessment lists are also handled in this section. When claims for 
credit are disapproved in cases where credit has been taken con
trary to the provisions of the law, notice is given to the Assess
ment Section for the reassessment of the amount involved against 
the taxpayer. 

Supplies, Information, Tobacco, and Miscellaneous Unit. This 
unit, which is under a Deputy Commissioner, supervises the pur
chase or order and distribution of blanks, records, supplies, and 
equipment, the printing of Treasury Decisions, the mimeograph
ing and multigraphing (except for the Income Tax Unit), the 
supplying of information for the press in regard to taxes, tax 
questions, and the work of the Bureau, and the administration of 
the laws and regulations relating to taxes on tobacco, snuff, cigars, 
and cigarettes, cigarette papers and tubes, olemargarine, adulter
ated and renovated butter, mixed flour, filled cheese, white ph08-
phonls matches, playing cards, and documentary stamp and mis
cellaneous special taxes. 

The organization of the units includes the Office of the Deputy 
Commissioner and four divisions: 

Supplies and Equipment 
InformatiOll 
Tobacco 
W.isttllaneous 

Offie. of D.~ .. ty CO*'IIissiotl.... This office has general admin
istrative charge of the work done by the four diYisiollS of the unit. 

S .. ~~li's oM Etplit-ttt Ditw... This division is primarily 
the purchasing office of the Bureau, as it obtains and distributes 
supplies and equipment of every description for both the Washing
ton office and the field senicts. In. some cases purchases an: 
made by this division, while in other cases requisitions an: _de 
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on the General Supply Bureau of the Treasury Department, which 
then makes the purchases. Purchases in the field are authorized 
by allowance documents made up by this division, where complete 
and accurate records of all miscellaneous expenditures, including 
those for equipment, transportation of freight, rentals, printing 
and binding, and all other purposes (except for personnel) are 
maintained. The division maintains a complete record and inven
tory of property on hand, stock rooms for miscellaneous supplies 
and printed matter, and duplicating, registered mail, and dead 

. files sections. Duties which are ordinarily assigned to the office 
of chief clerk and which are not assigned to other units are per
formed by this division, the head of which is designated as the 
Chief aerk of the Bureau. 

InfortMtion Division. This division answers inquiries regard
ing general tax matters, compiles the Commissioner's annual 
report, reads proof of regnlations and Treasury Decisions, and 
issues information for the press an all matters pertaining to the 
Bureau of Internal Revenue. 

Tobacco Division. This division is in charge of the administra-
, tion of the laws and regnlatiODs relating to tax on tobacco, snuff, 

cigars and cigarettes, and cigarette papers and tubes, the exporta
tion of these articles, and their withdrawal free of tax for use of 
the United States. The head of tbe division bas two assistants, 
each of whom is in charge of three of the six following sections 
into wbich the division is divided : 

Technical Correspondence Section No. I 
Technical Correspondence Section NO.2 
Oaims and Assessment Section 
Examining and Audit Section 
Bond and Punch card Section 
Accounts, Correspondence and Files Section 

Technical Correspondence Section No. I handles all general 
and miscellaneous correspondence under the tobacco laws and 
regnlations; acts upon reports of violations, and in cases where 
offers in compromise are submitted, prepares and forwards them 
to the Solicitor of Internal Revenue. This section also bas charge 
of the indexing, recording, distribution, and filing of corre-
spondence. . 

Technical Correspondence Section No. 2 examines and passes 
upon reports submitted by manufacturers of tobacco and cigars 
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in explanation of deficiencies shown in their accounts, determin
ing whether the assessment shall be made or the accounts accepted 
and passed without assessment; examines collectors' reports of· 
tobacco, cigars, etc. bonded for export; a!1d examines and 
approves, or otherwise disposes of, claims filed for benefit of 
drawback. 

The Claims and Assessments Section examines and reviews 
assessment lists received from collectors' offices and makes assess
ment of such items found to be due on account of deficiencies in 
manufacturers' accounts; also examines and approves, rejects, or 
otherwise disposes of claims for abatement and refund of taxes 
erron~usly or illegally assessed or collected. 

The work in the Examining and Audit Section involves the 
examination and audit of all monthly returns of cigar and tobacco 
manufacturers and dealers in leaf tobacco, the preparation and 
audit of their accounts, and the preparation of notices of additional 
assessment; and, the compilation of data for the Commissioner's 
annual report. . 

The Bond and Punch Card Section compiles the statistics for 
tobacco taxes and other miscellaneous taxes collected under the 
direction of the unit; it also verifies the transfers of leaf tobacco 
reported monthly by manufacturers and dealers.· All bonds filed 
by manufacturers and dealers in leaf tobacco are examined and 
verified with the card records and the correspondence relative 
thereto is conducted in this division. 

The Accounts, Correspondence, and Files Section conducts cor
respondence concerning the discrepanies found in manufacturers' 
inventories, returns, and accounts resulting from the examination 
and audit. 
M~llMo,OMS DWisiOli. The Miscellaneous Division handles 

the stamp taxes on documents, which includes bonds, promissory 
notes, time drafts. trade acceptances, powers of attorney, passage 
tickets, proxies, playing cards, custom house entries, and with
drawal entries from customs bonded warehouses; stamp tax on 
the issne. sale, and transfer of stock and sale of products for 
future delivery; the special taxes upon business and occupa
tions and upon the use of boats; also the tax on oleomargarine, 
adulterated butter. and process or renovated butter. special and 
stamp taxes on mixed flour and filled cheese, stamp tax on white 
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phosphorus matches, and "The Futures Trading Act." The 
operations of this division include the furnishing of rules and 
regulations covering the enforcement of the revenue acts so far 
as they relate to the above taxes, the collection of the taxes, either 
by cash payment or by assessment, and the redemption of stamps 
and the refunding of taxes illegally or erroneously collected. A 
force of revenue agents and deputy collectors is maintained in 
the field to investigate violations of the law. 

Prohibition Unit. It is the duty of the Prohibition Unit to 
enforce the Prohibition Act, the internal revenue laws imposing 
taxes upon intoxicating liquor and the liquor traffic, and the Har
rison Narcotic Act. While the assessment of the taxes on alco
holic liquor and narcotics and the search for violations are made 
by the officers of the Prohibition Unit, all taxes are collected by 
the collectors of internal revenue. 

This, unit is in charge of a Federal Prohibition Commissioner 
and i$ divided into the following divisions: 

Office of the Federal Prohibition Commissioner· 
Office of the Assistant Federal Prohibition Commissioner 
OIIiee of th. Chief of General Prohibition Agents 
0IIi"" of the Counsel 
Narcotic Division 
Audit Division 
Industrial Alcohol and Chemical Division 
Permit Division 

In addition to the above office organization, there is also the 
field organization of the Federal Prohibition Directors, the general 
prohibition agents, and the narcotic force. 

Office of the Prohibition Con"nissioner. The Office of the Pro
hibition Commissioner has general charge of the work connected 
wit h the duties assigned to this unit. 

Office of the Assistant ProhibitiOfJ Commissioner. The Assis
tant Prohibition Commissioner acts as consultant to the Prohibi
tion Commissioner on questions of policy and administration and 
general executive functions. In the absence of the Commissioner 
he acts as Prohibition Commissioner. In addition to the duties 
specified above that officer has immediate supervision over -the 
field supervisors and four following sections: The Personnel 
Section. which has jurisdiction over all matters pertaining to per-
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sonnel, both in Washington and in the field; the Space, Supplies. 
and Equipment Section, which deals with all matters pertaining 
to space, supplies, and equipment; the Mail Control Section, 
which has jurisdiction over the receipt, routing, and dispatching 
of incoming and outgoing mails; and the Files Section, which is 
charged with the filing of all correspondence and other papers. 

The ten field supervisors cooperate with the prohibition direc
tors, render such aid as may be necessary, and instruct them as to 
the law, regulations, and procedure. The supervisors are charged 
particularly with the duty of giving careful attention to office 
organization, equipment, space, and administrative matters in the 
offices of the Prohibition Directors. 

ORiel of COUIlS,I. The Office of the Counsel has charge of all 
work connected with the interpretation of the laws administered 
by the unit and all litigation in which these laws are involved. It 
embraces the immediate office of the Chief Counsel. the Division 
of Interpretation, and the Division of Litigation. 

The Division of Interpretation renders opinions on various 
questions referred to it for ruling, including inquiries from per
sons outside of the Bureau. It prepares regulations, Treasury 
Decisions, circulars, and certain forms. Assistance is rendered 
to legislative drafting committees when requested. . 

Action recommended by the unit on permit revocation proceed
ings before State Directors, applications for pardon Or parole, 
offers in compromise, claims and important rulings are reviewed 
before fina1 action is taken. 

The library of the unit is maintained by this division. 
The Division of Litigation handles reports of violation which 

may result in litigation, either civil or criminal. The division is 
made up of four following sections: 

Beverage 
Non-Beverage 
CourtC ... 
Mail Uld Fil •• 

The Be\"er&ge Section handles cases involving illegal manu fac
ture, sale, transportation, exportation, and importation of bever
age liquors on the part of persons other than permittees, seizure 
and condemnation of property used in connection with beverage 
liquors, the enjoining of nuisances, and such closely related mat
ters. Pleadings and briefs are prepared in particular ca~ 
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The Non-Beverage Section handles proceedings growing out 
of violations on the part of permittees, including prosecutions, 
seizures, revocation of permits, etc. 

The Court Case Section receives the term reports from the 
United States attorneys and renders the information therein avail
able to the clerks handling particular cases. 

TheMail and Files Section has charge of the filing, routing, 
charging, and recording of every violation reported and all cor
respondence handled in the Division of Interpretation and the 
Division of Litigation. 

Office of the Chief of General Prohibition Agents. This office 
is in charge of the operation of the mobile force of field officers 
assigned by the Prohibition Commissioner, subject to the personal 
direction of the Commissioner and Assistant Commissioner. 

The duty of this mobile force is to canvass for violations of the 
Prohibition Act and to report such violations to the Prohibition 
Commissioner, through the Chief of General Prohibition Agents, 
and in a general way to keep the Prohibition Commissioner in 
intimate touch with field conditions. There are eighteen Divi
sional Chiefs, a complete list being given on pages 199 to 200. 

Narcotic Division. The Narcotic Division is charged with the 
enforcement of the act of December 17, 1914, as amended by the 
Revenue Act of 1918, providing for the registration of importers, 
manufacturers, dealers, dispensers, etc., of opium or coca leaves, 
their salts, derivatives, etc., and for the payment of a stamp 
tax and special taxes. It is also charged with the enforcement of 
the act of January 17, 1914, imposing a tax of $300 a pound on 
smoking opium, the collection of special and stamp taxes under 
this act, and the detection and apprehension of violators of all the 
laws mentioned. 

The division is composed of the Office of the Head of the Divi-
sion and the three following sections: 

Field 
Lega1 
Returns 

The Field Section is in charge of the work of the field divisions 
charged with the enforcement of the laws. There are thirteen 
field divisions, each of which is under a narcotic agent, the total 
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force in the field numbering 164. The work of the field divisions 
consists of the apprehension and prosecution of violators of the 
law from illicit peddlers to parties registered under the law, and 
the checking of records and returns. While ll'I0st of these vio1a
tions are of a criminal character, they frequently involve the 
assessment of taxes. 

The work of the Legal Section consists of handling the officers' 
reports of violations of the law, verification of taxes for assess
ment, consideration of claims for abatement or refund of taxes 
erroneously assessed or paid, consideration of offers in compromise 
covering violations, and miscellaneous correspondence concerning 
matters of prescribing and dispensing of narcotic drugs and drug 
addiction. 

The work of the Returns Section consists of the audit of returns 
of importers, manufacturers, and wholesale dealers, compilation 
of statistical matter concerning operations in narcotics by regis
tered persons as shown by returns, maintenance of a central index 
of registered persons in the United States, and miscellaneous cor
respondence concerning registration and use of order forms. 

ANdit Divi.lion. The duties of the Audit Division are concerned 
with assessments, claims, and compromises relating to taxes on 
intoxicating liquors incurred by violation of the National Prohibi
tion Act, with accounts of bonded warehouses for alcohol and 
other distilled spirits, of wineries, and of establishments manufac
turing denatured alcohol, with reports of dealcoholizing plants, 
with returns from holders of permits under the Prohibition Act, 
and with the assessment of taxes and penalties under the Harrison 
Narcotic Act. 

The work of this division is intimately connected with the duties 
and responsibilities of collectors of internal revenue, througb 
whom the assessments are collected. The BSSI!SSIDeIlt lists are 
prepared in this division and sent to the collectors of internal 
revenue who under their bonds are responsible for the collection 
of the taxes assessed. Collectors are also responsible under their 
bonds for the stamp taxes due on all distilled spirits disclosed by 
the bonded accounts and for taxes due on wines as shown by the 
records and returns of wine Ihakers. 
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The division is composed of the Office of the Head of the Divi
sion and seven sections, as follows: 

Assessment 
Oaims 
Compromise 
Bonded Spirits 
Export and Bottling in Bond Accounts 
Denatured Alcohol and Wine 
Statistical Reports 

The work of the Assessment Section embraces the reviewing 
of field officers' reports of violations of the National Prohibition 
Act and of the internal revenue laws relating to alcoholic liquors 
to determine what civil liabilities have been incurred; the prepara
tion of assessment lists of taxes on liquor and narcotics; the for
warding of these lists to collectors for collection; the auditing of 
collectors' monthly reports of collections of assessed taxes, taxes 
tranSferred to other districts for collection, and items outstanding; 
the cOmpiling of statistical data pertaining to assessments and col
lections; the verification and the notation on assessment lists of 
claims for abatement and refund to prevent duplication of allow-

• ances; and the furnishing to federal prohibition directors of lists of 
delinquent taxpayers whose assessments have been abated to col
lectors as uncollectible. 

The duties of the Claims Section include the examination of 
claims for abatement or refund of taxes and tax penalties arising 
under the National Prohibition Act and internal revenue laws on 
alcoholic liquor; the preparation of briefs on such claims with 
recommendations for their allowance or rejection; the scheduling 
of the· claims for the approval of the Commissioner of Internal 
Revenue; and the preparation of letters noti fying claimants of 
the Commissioner's decision. 

The work of the Compromise Section consists in the considera
tion of offers submitted in compromise of liabilities incurred 
through violation of the Prohibition Act and the internal revenue 
laws relating to alcoholic liquors; the development of cases pre
paratory to such consideration and the preparation of abstracts 
with formulated recommendations for acceptance or rejection; 
and the performance of all work incidental to a complete disposi
tion of the compromise phases of such cases. 
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The Bonded Spirits Section deals with the examination and 
audit of daily and monthly returns and accounts of transactions 
at distillery warehouses. industrial alcohol bonded warehouses, 
breweries. dealcoholizing plants, rectifying houses, and institu
tions procuring alcohol tax free. 

The Export and Bottling in Bond Accounts Section has juris
diction over matters pertaining to the exportation free of tax and 
bottling in bons! of distilled spirits. 

The Denatured Alcohol and Wine Section examines and audits 
the reports and accounts covering the production, storage, ship
ment, and use of denatured alcohol, and the production, storage, 
transfer, fortification, export, and payment of taxes on wines; 
also the reports, of collectors and prohibition directors relative to' 
the production and sale of wines in violation of law. 

The Statistical Reports Section makes administrative exami
nations of reports rendered by permittees under the National Pro
hibition Act as to the use of taxpaid liquor in manufacturing and 
compounding preparations unfit for use for beverage purposes and 
of reports rendered by permittees authorized to sell liquor on 
prescription. It also compiles statistics to such use of liquors. 

i"d,1Strial Alcohol GIld Chemical DWi..riotI. This division has 
charge of all matters relating to the manufacture and use of indus
trial alcohol, denatured alcohol, and the operation of licensed dis
tilleries. It also performs all chemical researches for all the units 
of the Bureau. Its work is carried on through the office of the 
Head of the Division, the Industrial Alcohol S. ·~on, and the 
Chemical Section. • 

The Industrial Alcohol Section has charge of all matters relat
ing to the manufacture of industrial alcohol and of specially dena
tured alcohol, the withdrawal of alcohol tax free, and the lawful 
manufacture of grain alcohol. It is composed of the Office of 
Chief of Section and the following subsections, whose names indi
cate their duties: 

Industrial Alcbohol 
Manufacture ... and DeaIen ill Specially Datatured Alcohol 
Tax F"", Withdrawals 
Grain and Fruit Distilleries 
Storekee...,r-GaugflS 

The Chemical Section makes researdtes in connection with the 
de\-eJopment of the use of denatured alcohol, analyzes beverages 
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to determine their alcohol content, and makes such' chemical 
examinations of narcotics, filled cheese, mixed flour, renovated but
ter, oleomargarine, and other substance as may be necessary to 
discover violations of the internal revenue laws. It makes 
researches not only for the Prohibition Unit, but for any other 
unit which may require its services. In order to expedite the 
work, field laboratories are located in eight cities. A complete 
list of these is given on page 202. 

Permit Division. The duties of this division are to examine all 
papers filed with applications for permit (with the exception of 
those pertaining to the establishment of distilleries and industrial 
alcohol plants) and to determine from data submitted with appli
cations whether the applicant is entitled under the law to a permit. 
It is its duty also to determine from formulae whether an alco
holic preperation is fit for use for beverage purposes. If from' 
the evidence submitted, the applicant is deemed entitled to a per
mit, the papers are prepared in this division for the approval of 
the Prohibition Commissioner. 

This division consists of the Office of the Head of the Division 
and eight sections, namely: 

Mails 
Record and File 
Correspondence 
Examiners 
Bonds 
Typing 
Withdrawal 
Final Review 

The Mails Section receives all mail and distributes it to the other 
section of the division. 

The Record and File Section receives aU mail for the P~rmit 
Division, attaches former correspon&nce, routes to the proper 
section for action, classifies and files cases, and keeps a record of 
material withdrawn from the files. 

The Correspondence Section reviews mail, prepares answ~rs 
to letters pretaining to the work of the division, and prepares 
notices of disapproval of applications. 

The Examiners Section is charged with the duty of determin
ing whether the applicant is entitled to receive a permit. This 
necessitates examination of formulae, dosage, therapeutic effect 
of drugs, etc. 
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The Bonds Section examines all bonds filed with pennits as 
to sufficiency of the penal sum, proper execution, and whether they 
confonn to the law and regulations. 

The Typing Section types pennits and does such other type
writing as may be necessary. 

The purpose of the Withdrawal Section is to check the amount 
of disti11ed spirits withdrawn, with amount allowed in basic permit. 

In the Final Review Section pennits are reviewed before they 
are finally passed upon by,the Commissioner. 

Prohibition Directors. A federal prohibition director is 
appointed for each state and territory to assist the National Pro
hibition Commissioner in the enforcement of the National Pro
hibition Act. The director is charged with the administration of 
both the enforcement and pennissive features of the act within 
'he state, territory, or district over which he has jurisdiction. His 
duties embrace the supervision of a clerical and field force, the 
latter consisting of officers designated .. prohibition agents." The 
director is responsible for the proper enforcement of the law and 
regulations and fOl" the efficiency of his subordinates. Where the 
volume of business transacted warrants, an assistant director is 
provided, who acts as federal prohibition director in the absence 
of the director. For purposes of administration each federal pro
hibition director organizes his office on the following plan, accord
ing to instructions issued by the National Prohibition Com-
nlissiooer : 

Field Division 
LqaI Division 
Administ"ti"" Division 

The Field Division is usually in the charge of an agent, who is 
directly responsible to the director for the conduct of field work. 
The agent is charged with directing the operations of the prohibi
tion agents, makes assignments of such offices. and supervises the 
keeping of records of assignments. He reviews the daily reports 
of such agents, e>;pecially those relating to duties perfocmed, and 
salary and expenses incurred. The agent in charge also exer
cises genera1 supervision over the storage and disposition of 
seized property. He has under his supervisioo the following 
organization : 

Investigation and lospoctioo ~ 
Group Heads 
Prohibition Acmts 
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All original, renewal, and supplemental applications for pennits, 
cancellation of permits, matters affecting application for permits 
to purchase, or special requests for inspection are referred to the 
Investigation and Inspection Section for investigation. 

Under each prohibition director are agents designated as .. group 
heads," who have supervision over squads of officers and are held 
responsible for the manner in which those officers perform their 
duties. These group heads are responsible for delivery of material 
evidence and seized property into the hands of the director and 
for its safe-keeping when stored in the territory to which they 
are assigned. . 

The prohibition agents constitute the field force acting under 
the supervision and direction of the federal prohibition director, 
by whose direction, through the agent in charge, they make inspec
tions and investigations in connection with applications for basic 
permits provided for by the National Prohibition Act and inves
tigations and inspections of places of business, records, etc. of 
persons who have secured such permits. Under the direction of 
the federal prohibition director, they are charged with the duty 
of making arrests and seizures in accordance with the provisions 
of the Prohibition Act and regulations issued thereunder. 

The Legal Division is organized only in states where the busi
ness transacted is of such volume as to warrant the appointment 
of a legal advisor. The legal adviser acts under the immediate 
direction of the federal prohibition director and assistant director, 
and prepares opinions on all legal questions that arise. The Legal 
Advisor has under his immediate supervision the Revocation Sec
tion and the Legal Reports Section. 

The Revocation Section is charged with the legal procedure 
necessary in the revocation of permits. Upon receipt of instruc
tions from the director requesting the revocation of any permit, 
this section causes a citation notice leading to revocation proceed
ings to be sent out immediately. 

The Legal Reports Section is charged with work of reviewing 
the reports of officers and the preparation of legal reports relat
ing thereto. These reports are submitted to the director. This 
section handles al\ matters prelaining 10 suits brought against offi
cers; handles legal correspondence, follows up cases referred to 
United States district attorneys, takes steps to secure legal authori-
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zation of disposition of seized property, p>aintains the proper 
records of all cases handled, and prepares reports and opinions on 
offers in compromise and on applications for paroles and pardons. 

The Administrative Division is under the supervision of- an 
executive clerk, who is in charge of the clerical force in the direc
tor's office. The executive clerk, the agent in charge, and the 
legal advisor work in concert to bring about the best possible results 
and close relationship between the office and the field force. The 
division contains the following sections: 

Application and Permit 
Withdrawal 
Mail. and Files 
Public Information 
Reports and Statistics 
Perlonnel and Disbursing 

All original, renewal, and supplemental applications for basic 
permits, together with bonds, are referred to the Application and 
Permit Section, which is charged with the delivery of basic per
mits received from the Commissioner and with the issuance of 
carriers' permits and physicians' permits to prescribe approved 
by the director. This section also handles correspondence relat
ing to the acceptance of applications and all other matters relating 
thereto, including approvals, disapprovals, adjustments of' matters 
with surety companies, etc. 

The Withdrawal Section passes upon all applications to procure 
liquor and applications to procure wine for sacramental purposes. 

The Mails and Files Section handles and opens all incoming 
mail and distributes it to the proper section. It is also the duty of 
this section to file all mail and other papers. 

The work of the Public Information Section is confined to inter
viewing the public. 

The Reports and Statistical Section has charge of the prepara
tion of all monthly reports and such reports and statistics as may 
be required from time to time by the Commissioner's office. 

The Personnel and Disbursing Section handles all the personnel 
work of the director's field and office force. It also receives and 
issues forms. supplies, and equipment. 



CHAPTER IV 

PERSONNEL 

Method of Appohitment. The Commissioner of Internal Reve
nue, the Solicitor of Internal Revenue, and the collectors of inter
nal revenue are appointed by the President by and with the advice 
and consent of the Senate. The collectors must be residents of 
their respective districts. Their term is not prescribed by law, but 
as their appointments are political, they generally hold office for 
four years. They are removable at the pleasure of the President. 
The Solicitor of Internal Revenue is nominally an officer of the 
Department of Justice, but as he is engaged solely with internal 
revenue matters and is the legal advisor of the Commissioner of 
Internal Revenue he should be considered as part of the personnel 
of the Bureau. 

The deputy commissioners of internal revenue are appointed by 
the Secretary of the Treasury. Up to January 9, 1922, they 
were under the classified civil service, but an Executive order of 
that date authorized their appointment without regard to civil 
service rules. 

The deputy collectors are appointed by the collector. The act 
of October 22, 1913 (38 Stat. L., 208), provided that deputy col
lectors required to execute a bond to the collector may be appointed 
without reference to civil service rules. This provision makes it 
posible to appoint all deputy collectors without regard to civil ser
vice rules simply by requiring the appointee to execute a bond. 
All of the deputy collectors in the service on March I, 1922, were 
bonded and were appointed without reference to civil service 
rules. It should be noted that the duties of deputy collectors are 
not defined by statute, but are assigned in tbe discretion of tbe 
collector. All of the auditing force in the offices of collectors is 
composed of deputies Ilnd it is not unlikely that deputies are also 
assigned to purely clerical duties. 

1;06 
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In its report for the fiscal year 1921' the Civil Service Com
mission makel' the following comment on the method of appoint
ing collectors and deputy collectors. 

There is no part of the executive civil service where efficiency, 
and all that it means, is of more value than,in the Internal Reve
nue Service. It is through that service that the revenues necessary 
for the support of the Government are largely raised. Only an 
efficient and honest experienced force can execute the intemal 
revenue laws in such a way as to prevent evasions and violations, 
which result in loss of much revenue. Revenue laws continue 
under each administration, and there is no reason why a collector 
and his force who perform efficient service should not be retained 
as a part of the business organizati,on of the Government, for the 
Intemal Revenue Service performs one of the most important of 
the purely business functions of the Government So long as the 
present method continues, appointments will be based more largely 
on political affiliations than business ability, and there will be no 
incentive to industry and efficiency, since tenure will depend upon 
continuance of the party in power. Under the present system a 
much \arger sum is necessary for salaries than an experienced 
force would require, and an immense sum is lost through failure 
to collect revenues which an experienced force would collect The 
commission urges that recommendation be made to Congress that 
collectors of inkrnal revenue and their deputies be included in the 
classified service, in the inkrest of efficiency and economy: 

All other employees in the offices of collectors are alpointed by 
the collector after certification by the \ocal secretary of the Civil 
Service Commission. Supervisors of accounts and collections and 
revenue agents in charge of field offices and their subordinates are 
appointed by the Secretary of the Treasury on the recommenda
tion of the Commissioner of Inkmal Revenue in accordance with 
civil service rqu\ations. 

In connection with enforcement of the National Prohibition Act 
there may be appointed, without reference to the civil service rules, 
executive officers having .. immediate direction of the enforce
ment" of the act, persons authorized to issue permits, and agents 
and inspectors in the field service. The positions not included in 
the classified civil service, therefore, include the Prohibition C0m
missioner and his immediate assistants, the prohibition directors, 
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and the field force of offi~ers who make arrests and seizures. The 
prohibition directors are appointed by the Secretary of the Trea
sury on the recommendation of the Commissioner of Internal 
Revenue. The subordinate officers, clerks, and other employees 
under the direction of the prohibition directors are appointed by 
those officers. The general prohibition agents and their subordi
nates are appointed by the Secretary of the Treasury on the 
recommendation of the Commissioner of Internal Revenue. Of 
the total prohibition field force of 2403 in the service on January 
I, 1922, there were 689 appointed in conformity with civil service 
rules and 1714 without examination. 

All employees with the exception of those specially mentioned 
above are appointed by the Secretary of the Treasury on the 
recommendation of the Commissioner of Internal Revenue and 
in accordance with civil service rules. 

Compensation. The compensation of only a small portion of the 
employees of the Bureau of Internal Revenue is fixed by law. 
The act of February 24, 1919 (40 Stat. L., 1057), provides that 
the salaries of collectors shall be fixed under such regulations as 
may be prescribed by the Commissioner of Internal Revenue, 
subject to the approval of the Secretary of the Treasury, but no 
collector shall receive a salary in excess of $6000 a year.' On 
March 10, ~922, one collector received a salary of $4500, one 
$4600, one $4700, two $4800, four $5000, one $5100, three $5200, 
one $5300, two $5400, four $5500, two $5600, three $5700, seven 
$5800, three $5900, and thirty $6000. 

~rdlSury Decision 2808 of March 18, 1919, a. modified by Treasury 
Decision 290Z of July ag, 1919, provid .. that the salaries of collectora .hall 
be adjusted annually according to the total number of income and profit 
tax retums received during the preceding fiscal year. The base pay u 
$4500 for offices receiving less thaD 15,000 returns; tliere i. added $100 for 
each 2250 returns exceeding 15.000 and Dot over 25,000; $[00 for each 
sooo returns exceeding 25,000 and not over 50,000; and ,'00 for each 
10,000 returns exceeding 50,000 and not over 100.000; for offices receivinl' 
over 100.000 returns the salary is $6000. This gives sixteen rates of pay, 
each differing by ,'00. 

, See p. 2411 for oalari .. paid in each dillrict. 
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The salaries of only SIS positions, the so-called statutory ones, 
are fixed by the appropriation act for the fiscal year 1924 as 
follows: 

Commissioner ............•.........................•.... $[0,000 .. 
Allliatant to the Commissioner. . . . . . .. . . . . . . . . . . . . . . . . . . . . 5,000 
Five Deputy Commissioners, each........................ 5,000 
Chief Chemist .......................................... 3.000 
Chemist .... . . . . • . . • . . . . . . • . . • . . . . . . . . . . . . . . . • . . . . . . . . .. 2,500 
Two Assistant Chemists, each............................ 1,800 
Assistant Chemist ..............•...•.•..•.••...••......• 1,600 
As~i.tant Chemist ....................................... 1.400 
Head of Division ........................................ 3.500 
Five Heads of Division, each. . . . . . . . . . . . . . . . . .. .. . . . . . . . . 2,500 
Five Heads of Division, each. . . . . . . .. . .. . . .. . .. . . .. . . .. . . 2,250 
Th .... Assistant Head. of Division. each... . . • • . . • . . . . • . . . 2.000 
Attorney ••••••••••••••••••••••••••••••••.••••••••••••••• 3.600 
Law aerk ••• ,......................................... 2,000 
Insurance Expert ....................................... :1,000 
Railroad Expert ........................................ 2.000 
Superintendent of Stamp Vault........................... 2.000 
Private Secretary ... . . . . . . . . . . . .• • . . • . • . . . . .. . . . . .. . . . . . • 1,800 
Four aerks, each........................................ 2.000 
Fifty-two aerks. each................................... 1,800 
Sixty Clerks. each....................................... 1.600 
Ninety-eight aerks, each................................ 1.400 
Eighty-three Clerks, each.... •••.•.••.••...••..••.•....... 1,200 
Seventy-six aerks, each................. •.•••.. .• .. •. • .•• 1,000 
Fifty Mail Messengers, each............................. 900 
Thirty-eigbt Me......., ... each •.•••.••••..••..••••.••..... &to 
Twenty-oae Assistant Messengers, each. •• ••. . .•••••••••••• 72JO 

The salaries of all other employees, both in Washington and 
the field, are fixed by the Secretary of the Treasury on the recom
mendation of the Commissioner of Internal Revenue from lump 
sum appropriations, quoted on page 231, which are also available 
for other purposes. 

The outline of personnel organization on pages 204 to 220 shows 
the salaries paid without differentiation between the lump sum 
and statutory appropriations. 
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OUTLINE OF ORGANIZATION 

EXPLANATORY NOTE 

The Outlines of Organization in this series of monographs have 
for their purpose to make known in detail the organization and 
personnel possessed by the several services of the national govern
ment to which they relate. They have been prepared in accordance 
with the plan followed by the President's Commission on Economy 
and Efficiency in the preparation of its outlines of the organization 
of the United States Government.' They differ from those out
lines, however, in that whereas the commission's report showed 
only organization units, the presentation in other monographs of 

, this series has been carried far enough to show the personnel em
braced in each organization unit. 

In the case of the Bureau of Internal Revenue there are shown 
all the organization units in one outline and the classes of employees 
in the primary units in another outline. The outline showing 
classes of employees includes all the employees of the Bureau in 
Washington and the field, but it was not practicable to obtain from 
the Bureau a statement of personnel distributed according to the 
ultimate subdivisions in which employed. 

The outline by organization uni~s is of July I, 1922, while the 
outline by classes of employees is of July 1, 1921. The organization 
was changed materially in the period between these two dates, but 
it was not practicable to obtain from the Bureau a complete c1assi
fication of employees on July I, 1922, as this information could 
not be supplied for the Income Tax Unit. Each outline is com
plete, but the two can not be compared. The more important 
changes have been indicated by footnotes to the outline by classes 
of employees . 

• House Doc. 4sB, 60d Conere .. , 2d Sessiou, 1912, 2 yoll. 
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These outlines are of value pot merely as an effective means of 
making known the organization of the several services. If kept 
revised to date by the services, they constitute exceedingly impor
tant tools of administration. They permit the directing personnel 
to see at a glance the organization and persomiel at their disposi
tion. They establish definitely the line of administrative authority 
and enable each employee to know his place in the system. They 
furnish the essential basis for making plans for determining costs 
by organization division and subdivision. They afford the data for 
a consideration of the problem of classifying and standardizing 
personnel and compensation. Collectively, they make it possible to 
determine the number and location of organization divisions of 
any particular kind, as, for example, laboratories, libraries, blue
print rooms, or any other kind of plant possessed by the national 
government, to what services they are attached and where they are 
located, or to determine what services are maintaining stations at 
any city or point in the United States. The institute hopes that 
upon the completion of the present series, it will be able to prepare 
a complete classified statement of the technical and other facilities 
at the disposal of the government. The present monographs will 
then furnish the details regarding the organization, equipment, and 
work of the institutions so listed and classified. 

OUTUNE OF ORGANIZATION (BY UNITS) 

BUREAU OF INTERNAL REVENUE 
DEPARTMENT OF THE TREASURY 

]UL Y I, '9Z2 

I. Office of the Commissioner, Proper 
2. Office of the Solicitor 

I. Interpretative Division I 
lI. Interpretative Division II 
3. CivilUivision 
.. Penal Division 
S. Administrative Division 

I. Library 
2. Mails and Files Section 
3. Docket Section 

3. Committee on Appeals and Review 
.. Division of Appointments 

I. Office of Head of Division 
2. Correspondence Section 
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4- Division of Appointments-Cont;nued 
3. Bureau Personnel Section 
4- Time and Disbursement Section 
5. Prohibition Personnel Section 
6. Collectors' Personnel Section 
7. Revenue Agents Personnel Section 
8. Files Section 

5. Special Intelligence Unit 
6. Income Tax Unit 

I. Office of the Deputy Commissioner 
I. Executive Staff 
2. Rules and Regulations Section 

2. Office of the Assistant Deputy Commissioner 
3. Staff Division 

I. Office of Head of Division 
2. Personnel Section 
3. Training Section 

4- Administration Division 
I. Office of Head of Division 
2. Mail Section 
3. Proving Section 
4- Sorting Section 
5. Building, Equipment, and Supplies Section 
6. Orders and Codes Section 
7. Stenographic Section 
8. Duplicating Section 
9. Records Subdivision 

I. Office of Chief of Subdivision 
2. Registration Section 
3. Claims Control Section 
4. Unaudited Returns Section 
5. Correspondence Section 
6. Distribution Section 

5.' Personal Audit Division 
I. Office of Head of Division 
2. Personal Section 1 
3. Personal Section 2 
4- Personal Section 3 
5· Personal Section 4 
6. Personal Section 5 
7. Personal Section 6 . 
8. Field Review Section 
9. Review Section 

6. Corporation Audit Division 
I. Office of Head of Division 
2. Manufacturers Section 
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6. Income Tax Unit-CofllinlUld 
6. Corporation Audit Division-Continued 

3. Trading Section 
4. Public Utilities and Personal Service Section 
5. Finance Section 
6. Miscellaneous Section 
7. Review Section 

7. Special Audit Division 
I. Office of Head of Division 
2. Special Assignment Section 
3. Special Assessment Section 
4- Amortization Section 
5. Consolidated Returns Subdivision 

I. Office of Chief of Subdivision 
2. Administrative Section 
3. Affiliations Section 
4- Section A 
5 .. Section B 
Ii Section D 
7. Section E 
8. Railroad Section 

6. Review Section 
8. Natural Resources Division 

I. Office of Head of Division 
2. Audit F Section 
3. Audit G Section 
4. Audit H Section 
S. Oil and Gas Valuation Section 
6. Coal Valuation Section 
7. Metals Valuation Section 
8. Non-metals Valuation Section 
9- Timber Valuation Section 

10. Review Section 
9- Field Division 

r. Office of Head of Division 
2. Field Reports Control Section 

r. Office of Chief of Section 
II. C~ndence Subsection 

I. Office of Chief of Subsection 
2. Unit 1 
3. Unit 2 

3. Corporation Subsection 
I. Office of Chief of Subsection 
2. Receiving and Recording Unit 
3. Assembir and Preliminary Audit Unit 
.. Abstractmg and Photostating Unit 
S. Qosing Entries Revenue Agents Reports Unit 
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6. Income Tax Unit-Continued 
9. Field Division-Continued 

2. Field Reports Control Section-Continued 
4. Individual Subsection 

I. Office of Chief of Subsection 
2. Receiving and Recording Unit 
3. Assembling and Preliminary Audit, Partner

ships and Withholding Agents Unit 
4. Assembling and Preliminary Audit, Individuals 

and Fiduciaries Unit 
S. Transcribing and Photostating Unit 

3. Field Personnel Section 
4. Revenue Agents Field Divisions 

I. Atlanta Division (Headquarters, Atlanta, Ga.) 
embracing Florida and Georgia Collection 
Districts 

I. Suboffices 
I. Jacksonville 
2. Macon 
3. Augusta 
4. Savannah 
5. Athens 
6. Miami 
7. Key West 
8. Tampa 

2. Baltimore Division (Headquarters. Baltimore. 
Md.) embracing Delaware and Maryland 
Collection Districts 

I. Suboffices 
I. Washington 
2. Wilmington 

. 3. Cumberland 
3. Boston Division (Headquarters. Boston, Mass.) 

embracing Maine. Massachusetts. New 
Hampshire and Vermont Collection Dis
tricts 

I. Suboffice-Lowell 
4. Buffalo Division (Headquarters, Buffalo. N. Y.) 

embracing 2 I st and 28th Collection Di s
tricts of New York 

I. Suboffices 
I. Utica 
2. Syracuse 
3. Rochester 

5. Chicago Division (Headquarters, Chicago. IU.) 
embracing lSt Collection District of 
Illinois 
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6. Income Tax Unit-Continued 
9. Field Division-Continued 

4. Revenue Agents Field Divisions-Conlinued 
6. Cincinnati Division (Headquarters, Cincinnati,. 

Ohio) embracing 1st and -lIth Collection 
Districts of Ohio 

I. Suboffices 
I. Columbus 
2. Dayton 

;. Oeveland Division (Headquarters, Oeveland, 
Ohio) embracing loth and 18th Collec
tion Districts of Ohio 

I. Suboffices 
I. Toledo 
2. Youngstown 

8. Columbia Division (Headguarters, Columbia, 
S. C.) embracing South Carolina Collec
tion District 

9. Denver Division (Headquarters, Denver, Colo.) 
embracing Arizona, Colorado, New 
Mexico, and Wyoming Collection Dis
tricts 

10. Detroit Division (Headquarters, Detroit, Mich.) 
embracing Michigan Collection District 

II. Greensboro Division (Headquarters, Greens
boro, N. C.) embracing North Carolina 
Collection District 

12. Honolulu Division (Headquarters, Honolulu, 
Hawaii) embracing Hawaii Collection 
District 

13. Huntington Division (Headquarters, Hunting
ton, W. VL) embracing West Virginia 
Collection District 

1+ Indianapolis Division (HeadquarterS, India
napolis, Ind.) embracing Indiana Collec
tion District 

IS· Louisville Division (Headquarters. Louisville. 
Ky.) embracing Kentucky Collection Dis-
trict . 

I. SUboffice-Lexington 
16. Milwaukee Division (Headquarters, Mil_uk-ee. 

Wis.) embracing Wisconsin Collection 
District 
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6. Income Tax Unit-Continued 
9. Field Division~Continued 

4. Revenue Agents Field Divisions-Continued 
17. Nashville Division (Headquarters, Nashville, 

Tenn.) embracing Alabama and Tennes
see Collection Districts 

I. Suboffices 
I. Memphis 
2. Mobile 
3. Birmingham 

18. Newark Division (Headquarters, Newark, N. J.) 
embracing New Jersey Collection District 

I. Suboffices 
I. Jersey City 
2. Atlantic City 
3. Paterson 
4. Trenton 
5. New Brunswick 
6. Camden 

19. New Haven Division (Headquarters, New 
Haven, Conn.) embracing Rhode Island, 
Connecticut and 14t1r Collection District, 
New York, except Westchester Co., N. Y., 
and the 23d and 24th Wards of New 
York City 

I. Subofijces 
I. Providence 
2. Albany 
3. Hartford 
4. Troy 
5. Bridgeport 
6. Waterbury 

20. New Orleans Division (Headquarters, Neor 
Orleans, La.) embracing Louisiana and 
Mississippi Collection Districts 

21. Neor York Division (Headquarters, Neor York 
City) embracing 1st and 2d Collection 
Districts of New York, Westchester Co., 
N. Y., and 23d and 24th Wards of New 
York City 

I. Suboffice-New York 
22. Oklahoma Division (Headquarters, Oklahoma 

City, Okla.) embracing Arkansas and 
Oklahoma Collection Districts 
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6. Income Tax Unit-Continued 
<). Field Division-Con"Hued 

4. Revenue Agents Field Divisions-ContiHued 
23. Omaha Division (Headquarters. Omaha, Nebr.) 

embracing Iowa and Nebraska Collection 
Districts. 

I. Suboffices 
I. Des Moines 
2. Sioux City . 

24. Philadelphia Division (Headquarters. Phila
delphia. Pa.) embracing 1St and 12th Col
lection Districts of Pennsylvania 

I. Suboffices 
I. AUentown 
2. Altoona 
3. Bethlehem 
4. Easton 
5. Hanover 
6. Harrisburg 
7. Lancaster 
8. Reading 
9. York 

10. Williamsport 
II. Scranton 

2S. Pittsburgh Division (Headqllarters. Pittsbur~h. 
Pa.) embracing 23d Collection Distnct 
Pennsylvania 

I. Suboffice-Erie 
26. Portland Division (Headquarters, Portland. 

Oregon) embracing Oregon CoUection 
District 

27. Richmond Division (Headquarters. Richmond. 
Va.) embracing Virgmia Collection Dis
trict 

28. St. LOllis Division (Headquarters. St. Louis. 
Mo.) embracing Missouri Collection Dis
trict 

r. Suboffice-Kansas City 
29- St. Palll Division (Headquarters. St. Paul. 

Minn.) embracing Minnesota, North 
Dakota and South Dakota Collection Dis
tricts 

r. Suboffice-Minneapolis 
30. Salt LaL.-e City Division (Headquarters, Salt 

LaL.-e City. Utah) embracing Idaho. Mon
tana and Utah CoUection Districts 
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6. Income Tax Unit-Contillued 
9. Field Division-C olltillued 

4. Revenue Agents Field Divisions.-C olllillued 
31. San Antonio Division (Headquarters, San 

Antonio, Texas) embracing Texas Col
lection District 

I. Suboffices 
I. Dallas 
2. Houston 

32. San Francisco Division (Headquarters, San 
Francisco, Calif.) embracilll; California 
and Nevada CoUection Distncts 

I. Suboffices 
I. Los Angeles 
2. Santa Barbara 

33. Seattle Division (Headquarters, Seattle. Wash.) 
embracing Washington Collection Dis
trict 

I. Suboffices 
I. Tacoma 
2. Spokane 
3. Everett 
4. Olympia 
5. Walla Walla 
6. Wenatchee 
7. Yakima 

34- Springfield Division (Headquarters, Spring
field, III.) embracing 8th Collection Dis
trict of Illinois 

35. Wichita Division (Headquarters, Wichita, 
Kans.) embracing Kansas CoUection Dis
trict 

10. Statistical Division 
I. Office of the Head of Division 
2. Compilation and Analysis Section 
3. Edit and Code Section 
4- Card Punch Section 
5. Tabulation and Sort Section 
6. Research Section 
7. Special Tables Section 
8. Comptometer Section 

7. Accounts and Collections Unit 
I. Office of the Deputy Commissioner 

I. Control Section 
2. Collection Service Division 

I. Personnel Section 
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7. Accounts and Collections Unit-Co"/i,,ued 
2. Collection Service Division-Cont'"ued 

2. Field Procedure Section 
1. Supervisors of Accounts and Collections 

1. Division No.1 (Headquarters. Boston. Mass.) 
embracing Mame. New Hampshire. Vermont. 
Massachusetts. Rhode Island. and Connecticut 

2. Division NO.2 (Headquarters. Albany. N. Y.) 
embracing New York 

3. Division No. ~ (Headquarters. Philadelphia. 
Pa.) embraang New Jersey and Pennsyl
sylvania 

4. Division NO.4 (Headquarters. Baltimore. Md.) 
embracing Delaware. Maryland. Virginia, and 
West Virginia 

S. Division No. $ (Headquarters. Jacksonville. 
Fla.) embraang Alabama. Florida, Georgia. 
North Carolina. and South Carolina 

6. Division No.6 (Headquarters. Louisville. Ky.) 
embracing Kentucky. Louisiana. Mississippi, 
and Tennessee 

7. Division NO.7 (Headquarters. Columbus. Ohio) 
embracing Michigan and Ohio 

8. Division No. 8 (Headquarters. Indianapolis. 
Ind.) embracing Illinois and Indiana 

9- Division NO.9 (Headquarters. St. Paul. Minn.) 
embracing Minnesota, North Dakota, South 
Dakota, and Wisconsin 

10. Division No. 10 (Headquarters, St. Louis, Mo.) 
embracing Iowa, Missouri, and Nebraska 

II. Division No. Jl (Headquarters, Oklahoma City. 
Okla.) embracing Arkansas, Kansas, Okla
homa, and Texas 

Ia. Division No. 12 (H~dquarters, Denver, Colo.) 
embracing Arizona, Colorado, New Mexico, 
and Wyoming 

13· Division No. 13 (Headquarters, Salt Lake City, 
Utah) embracing Idaho, MODIana, Nevada, 
and Utah 

14- Division No. 14 (Headquarters, San Francisco, 
Calif.) embraang California, Hawaii; Ore
gon, and Washington 

3· Supplies, Equipment, and Space Section 
... Co=spondence Study Section 

3. Office Attounts and Procedure Diyjs;on 
... Disbursement Division 
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7. Accounts and Collections Unit-Continued 
S. Stamp Division 
6. Collectors of Internal Revenue' 

I. Alabama District (Office, Birmingham) 
I. Division Offices 

I. Mobile 
2. Montgomery 

2. Arizona District (Office, Phoenix) 
3. Arkansas District (Office, Little Rock) 

I. Division Offices 
I. Fort Smith 
2. Helena 

4. California, First District (Office, San Francisco) 
I. Division Offices 

I. Sacramento 
2. Oakland 
3. Fresno 

S. California, Sixth District (Office, Los Angeles) 
I. Division Offices 

I. San Bernardino 
2. San Diego 
3. Santa Barbara 

6. Colorado District (Office, Denver) 
7. Connecticut District (Office, Hartford) 

I. Division Offices 
I. Bridgeport 
2. New Haven 
3. New London 
4. Waterbury 

I Since this outline was prepared an additional district, the Third New 
York, has been created. The boundaries of the several districts are given 
in the pamphlet entitled U A list of the Several Collection Districts," pub
lished by the Bureau of Internal R .. enue. The following is the general 
plan of organization of the offices of collectors, but it is not used universally. 

I, Offi,c:e of Collector 
I. Administration Division (In charge of Chief Officer Deputy) 

I. Income Tax Division 
2. Cashier's Division 
3. Bookkeeping Division 
4- Sales Tax Division 
s. Miscellaneous Tax Division 

2. Office of Chief Field Deputy 
I. Division OffiCft 

I. Zone Offices 
2. Stamp Offices 

Zone offices are not Jisted. as these are open 001, for a short time ~h 
year. In some districts certain stamp offices are not under the division 
oflica, but report directly to the main office of the eollector. 
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7. Accounts and Collections Unit-Continu,d 
6. Collectors of Internal Revenue-Continued 

8. Delaware District (Office, Wilmington) 
9. Florida District (Office, Jacksonville) 

I. Division Offices 
I. Miami 

I. Stamp Office-Key West 
2. Tampa 
3. Pensacola 

10. Georgia District (Office, Atlanta) 
I. Division Offices 

I. Macon 
2. Savannah 

II. Hawaii District (Office, Honolulu) 
I. Stamp office-Hilo 

12. Idaho District (Office Boise) 
I. Division Office-Pocatello 

13. Illinois, First District (Office, Chicago) 
I. Division Offices 

1-6. Chicago (6 offices) 
7. Joliet 
8. Rock Island 
g. Peoria 

10. Rockford 
II. Aurora 

14- Illinois, Eighth District (Office, Springfield) 
I. Division Offices 

I. East St. Louis 
2. Cairo 
3. Centralia 
4- Danville 
S. Decatur 
6. Bloomington 

I. Stamp Office-Pekin 
7. Quincy 

2. Stamp Offices 
I. Canton 
2. JacksonviHe 

IS. Indiana District (Office, Indianapolis) 
I. Division Offices 

I. Gary 

as-14 

2. South Bend 
3. Fort Wayne 
4- Logansport 
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7. Accounts and Collections Unit-Continued 
6. Collectors of Internal Revenue--Continued 

IS. Indiana District-Continued 
I. Division Offices-Continued 

5. Lafayette 
6. Muncie 
7. Evansville 
B. Terre Haute 
9. New Albany 

2. Stamp Office-Lawrenceburg 
16. Iowa District (Office, Dubuque) 

. I. Division Offices 
I. Cedar Rapids 
2. Council Bluffs 
3. Davenport 
4. Des Moines 
5. Mason City 
6. Ottumwa 

I. Stamp Office-Burlington 
7. Sioux CIty 
B. Fort Dodge 

17. Kansas District (Office, Wichita) 
I. Division Offices 

I. Kansas City 
2. Topeka 
3. Salina 
4- Parsons 

lB. Kentucky District (Office, Louisville) 
I. Division Offices 

I. Ashland 
2. Paducah 
3. Lexington 

-I. Stamp Offices 
I. Danville 
2. Frankfort 

4. Covington 
5. Owensboro 

19· Louisiana District (Office, New Orleans) 
I. Division Offices 

I. Shreveport 
2. Baton Rouge 

20. Maine District (Office, Augusta ) 
I. Division Offices 

I. Portland 
2. Bangor 
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7. Accounts and Collections Unit-Con"nued 
6. Collectors of Internal Revenu_Continuetl 

21. Maryland District (Office, Baltimore) 
I. Division Offices 

I. Washington, D. C. 
2. Hagerstown 
3. Salisbury 

22. Massachusetts District (Office, Boston) 
I. Division Offices 

I. Springfield 
2. Worcester 
3. Fall River 
4- Lawrence 

23. Michigan, First District (Office, Detroit) 
I. Division Offices 

I. Bay City 
I. Stamp Office-Saginaw 

2. Flint 
3. Jackson 

24- Michigan, Fourth District (Office, Grand Rapids) 
I. Division Offices 

I. Kalamazoo 
2. Marquette 

25. Minnesota District (Office, St. Paul) 
I. Division Offices 

I. Minneapolis 
2. Duluth 
3. Winona 
4- Mankata 
S. St. Cloud 

a6. Mississippi District (Office, Jackson) 
27. Missoun, First District (Office, 51. Louis) 

I. Division Offices 
I. Hannibal 
2. Cape Girardeau 

28. Missouri. Sixth District (Office. Kansas City) 
I. Division Offices 

I. St. Joseph 
2. Springfield 

. I. Stamp Offic:e--1]oplin 
29- Montana District (Office. Helena) 

I. Division Offices 
I. Butte 
2. Billings 
3. Great Falls 
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7. Accounts and Collections Unit':"-Continued 
6. Collectors' of Internal Revenue-C ontinued 

30. Nebraska District (Office, Omaha) 
I. Division Offices 

I. Lincoln 
2. Grand Island 

31. Nevada District (Office, Reno) 
32. New Hampshire District (Office, Portsmouth) 

I. Stamp Office--Manchester 
33. New Jersey, First District (Office, Camden) 

I. Division Offices 
I. Trenton • 
2. Atlantic City 

34. New Jersey, Fifth District, (Office, Newark) 
I. Division Offices 

I. Jersey City 
2. Paterson 
3. Elizabeth 
4. Morristown 

1. Stamp Office--New Brunswick 
35. New Mexico District (Office, Albuquerque) 
36. New York, First District (Office, Brooklyn) 

I. Division Office-.lPatchogue 
37. New York, Second District (Office, New York) 

I. Division Offices 
1-4. New York (4 Offices) 

2. Stamp Office--San Juan, Porto Rico 
38. New York, Fourteenth District (Office, Albany) 

I. Division Offices 
I. Schenectady 
2. Troy 
3. Newburgh 
4. New York (Bronx) 
5. Poughkeepsie 

I. Stamp Office--Peekskill 
39. New York. Twenty-first District (Office. Syracuse) 

I. Division Offices 
I. Utica 
2. Binghamton. 
3. Watertown 

40. New York, Twenty-eighth District (Office. Buffalo) 
I. Division Offices 

I. Rochester 
2. Elmira 
3. Jamestown 
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7. Accounts and Collections Unit-Continued 
6. Collectors of Internal Revenue-ContillUed 

41. North Carolina District (Office, Raleigh) 
I. Division Offices 

I. Washington 
2. Wilmington 
3. Charlotte 

I. Stamp Office-Statesville 
4. Asheville 
S. Winston-Salem 

I. Stamp Offices 
I. Greensboro 
2. Reidsville 

2. Stamp Office-Durham 
42. North Dakota District (Office, Fargo) 

I. Division Offices 
I. Grand Forks 
2. Bismarck 

43. Ohio, First District (Office, Cincinnati) 
I. Division'Office-Dayton 
2. Stamp Office--!Middletown 

4+ Ohio, Tenth District (Office, Toledo) 
I. Division Office-Lima 

45. Ohio, Eleventh District (Office, Columbus) 
I. Division Offices 

I. Portsmouth 
2. Zanesville 

46. Ohio, Eighteenth District (Office, Oeve1and) 
I. Division Offices 

I. Akron 
2. Canton 
3. Steubenville 
4. Youngstown 
S. Mansfield 

47. Oklahoma District (Office,Ok\ahoma City) 
I. Division Offices 

I. Tulsa 
2. Musk~ 
3. McAlester 
4- Enid 

48. Oregon District (Office. Portland) 
I. Division Offices 

I. Eugene 
2. Pendleton 
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7. Accounts and Collections Unit-Continued 
6. Collectors of Internal Revenue-Continued 

49. Pennsylvania, First District (Office, Philadelphia) 
I. Division Offices 

1-3. Philadelphia (3 offices) 
4. Allentown 
5. Altoona 
6. Chester 
7. Harrisburg 
8. Lancaster 
9. Norristown 

10. Pottsville 
II. _ Reading 
12. York 

50. Pennsylvania, Twelfth District (Office, Scranton) 
I. Division Offices 

I. Wilkes-Barre 
2. Shamokin 
3. Easton 

51. Pennsylvania, Twenty-third District (Office, Pitts
burgh) 

I. Division Offices 
I. Erie 
2. Uniontown 
3. Johnstown 
4. New Castle 
5. Dubois 

52. Rhode Island District (Office, Providence) 
53. South Carolina District (Office, Columbia) 
54· South Dakota District (Office, Aberdeen) 

I. Division Office-Sioux Falls 
55· Tennessee District (Office, Nashville) 

I. Division Offices 
I. Memphis 
2. Chattanooga 
3. Knoxville 

56. Texas, First District (Office, Austin) 
I. Division Offices 

I. Houston 
2. E1 Paso 
3. San Antonio 
4- Waco 

57. Texas, Second District (Office, Dallas) 
I. Division Offices 

I. Abilene 
2. Fort Worth 
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7· Accounts and Collections Unit-Continued 
6. Collectors of Internal Revenue--C ontinued 

57. Texas, Second District-Continued 
I. Division Offices-Continued 

3. Tyler 
4- Wichita Falls 

58. Utah District (Office, Salt Lake City) 
I. Stamp Office--Ogden 

59· Vermont District (Office, Burlington) 
60. Vi~ia District (Office, Richmond) 

I. • vision Offices 
I. Norfolk 
2. Lynchburg 

I. Stamp Offices 
I •. Danville 
2. Martinsville 

3. Roanoke 
4. Alexandria 

2. Stamp Office--Petersburg 
61. Washington District (Office, Tacoma) 

I. Division Offices 
I. Seattle 
2. Spokane 

62. West Virginia District (Office, Parkersburg) 
I. Division Offices 

I. Clarksburg 
I. Stamp Office--"Fairmont 

2. Wheeling 
3. Charleston 
4- Huntington 

63· Wisconsin District (Office, Milwaukee) 
I. Division Offices 

I. Madison 
2. Green Bay 
3· Oshkosh .. Superior 
S· LaCrosse 
6. Radne 

64. Wyoming District (Office, Cheyenne) 
8. Estate Tax and Capital Stock Tax Unit 

I. Office of the Deputy Commissioner 
2. Estate Tax Division 

I. Office of H .. d of Division 
2. Office of Administrative CIerk 

I. S~nO!:raphic Subsection 
:a. Files Subsection 
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8. Estate Tax and Capital Stock Tax Unit-Conlinued 
2. Estate Tax Division-Continued 

3. Review Committee 
4. Claims Section 
5. Valuation Section 
6. Audit Section 
7. Assessment Section 

3. Capital Stock Tax Division 
I. Office of the Head of Division 
2. Office of the Administrative Clerk 

I. Immediate Office of the Administrative Qerk 
2. Assessment Section 
3. Stenographic Section 
4- Mail Review Section 
5. Mail and File Section 

3. Conference Board 
4. Audit Section 
5. Oaims Section 

9. Sales Tax Unit 
I. Office of Deputy Commissioner 
2. Administration Division 

I. Miscellaneous Section 
2. Stenographic Section 

3. Technical Division 
I. Office of Head of Division 
2. Correspondence Section 
3. Transportation Claims Section 
4- Miscellaneous Oaims Section 
5. Claims Files Section 

4- Assessment Division 
I. Office of Head of Division 
2. Investigation Section 
3. Assessment Section 
4- C~dits Section 

10. Supplies, Information, Tobacco, and Miscellaneous Unit 
I. Office of Deputy Commissioner 
2. Supplies and 'Equipment Division 
3. Infonnation Division 
4- Tobacco Division 

I. Office of Head of Division 
2. Technical Correspondence Section No. I 
3. Technical Correspondence Section No. 2 
4. Qaims and Assessment Section 
5. Examining and Audit Section 
6. Bond and Punch Card Section 
7. Accounts, Correspondence, and Files Section 



OUTLINE OF ORGANIZATION 199 

o. Supplies, Infonnation, Tobacco, and Misc!. Unit-Cont. 
5. Miscellaneous Division 

:1. Prohibition Unit 
1. Office of the Prohibition Commissioner 
2. Office of the Assistant Prohibition Commissioner 

[. Personnel Section 
2. Space, Supplies, and Equipment Section 
3. Mail Control Section 
4. Files Section 
5. Field Supervisors 

3. Office of Chief of Ceneral Prohibition Agents 
[. General Prohibition Agents 

[. First District (Headquarters, Boston, Mass.) 
embracing Mame, New Hampshire, Vermont, 
Massachusetts, Rhode Island, and Connecticut 

2. Second District (Headquarters, New York, N. Y.) 
embracing New York and New Jersey 

3. Third District (Headquarters, :Pittsburgh, Pa.) 
embracing Pennsytvania 

4. Fourth District (Headquarters, Washington, D. C.) 
embracing Delaware, Marylalid, District of 
Columbia, West Virginia and the following coun
ties in Vi!Wnia: Frederick, Clarke, Loudoun, 
Fairfax, Pnnce William, Fauquier, Rappahan
nQCk, Page, Warren, Shenandoah, and Rock
ingham 

5. Fifth District (Headquarters, Norfolk, Va.) em
bracing Virginia, except counties mentioned 
above, and North Carolina 

6. Sixth District (Head9,uarters, Savannah, Ga.) em
bracing South Carolina and Georgia 

7. Seventh District (Headquarters, Jacksonville. Fla.) 
embracing Florida, Porto Rico, and Virgin 
Islands 

8. Eighth District (Headquarters, New Orleans, La.) 
embracing Alabama, Mississippi, and Louisiana 

9- Ninth District (Headquarters, Louisville, Ky.) 
embracing Kentucky and Tennessee 

10. Tenth District (Headquarters, Toledo. Ohio) em
bracing Michigan. except Northern Peninsula, 
Ohio, and Indiana 

II. Eleventh District (Headquarters, OIicago, m.) 
embracing minois, Wisconsin, and Northern 
Peninsula of Michigan 

12. Twelfth District (HeadlLuarten, Minneapolis, 
Minn.) embracing North Dakota, South Dakota, 
Minnesota, Iowa, and Nebraska 
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II. Prohibition Unit-Continued 
3. Office of Chief of General Prohibition Agents-Cotltillued 

I. General Prohibition Agents-Continued 
13. Thirteenth District (Headquarters, Kansas City, 

Mo.) embracing Kansas, Missouri, Oklahoma, 
and Arkansas 

14. Fourteenth District (Headquarters, San Antonio, 
Texas) embracing Texas, except El PaSo, Huds
peth, Jeff Davis, Culberson, and Presidio counties 

15. Fifteenth District (Headquarters, El Paso, Texas) 
embracing Arizona, New Mexico and EI Paso, 
Hudspeth, Jeff Davis, Culberson, and Presidio 
counties, Texas 

16. Sixteenth District (Headquarters, Denver, Colo.) 
embracing Colorado, Utah, and Wyoming 

17. Seventeenth District (Headquarters, Seattle, 
Wash.) embracing Montana, Idaho, Washing
ton, Oregon, and Alaska 

18 .. Eighteenth District (Headquarters, Los Angeles, 
Calif.) embracing California, Nevada, and 
Hawaii 

4. Office of the Counsel 
I. Immediate Office of the Counsel 
2. Division of Interpretation 
3. Division of Litigation 

I. Beverage Section 
2. Non-beverage Section 
3. Court Case Section 
4- Mail and File Section 

5. Narcotic Division 
I. Office of Head of Division 
2. Field Section 

I. Field Divisions 
I. Atlanta Division (Headquarters, Atlanta, Ga.) 

embracing Georgia, Florida, Alabama, and 
Mississippi 

2. Baltimore Division (Headquarters, Baltimore, 
Md.) embracing Maryland, Ohio. West Vir
ginia. and District of Columbia 

3. Boston Division (Headquarters. Boston. Mass.) 
embracing Maine. New Hampshire. Vermont. 
Massachusetts. Rhode Island. and Connecticut 

4. Chicago Division (Headquarters. Chicago. III.) 
embracing Michigan. Indiana. Illinois. and 
Wisconsin 

5. Denver Division (Headquarters. Denver, Colo.) 
embracing Colorado. Montana, Utah. Idaho. 
and Wyoming 
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Prohibition Unit-Cofllinued 
5. Narcotic Division-Continued 

2. Field Section-Continued 
I. Field Divisions-Contiflued 

6. EI Paso Division (Headquarters, E1 Paso, 
Texas) embracing Arizona, New Mexico, and 
Texas 

7. Hawaii Division (Headquarters, Honolulu, 
Hawaii) embracing Hawaii 

8. Kansas City Division (Headquarters, Kansas 
City, Mo.) embracing Arkansas, Missouri, 
Kansas, Oklahoma, and Louisiana 

9. Minneapolis Division (Headquarters, Minne
apolis, Minn.) embracing Minnesota, Iowa, 
Nebraska, North Dakota, and South Dakota 

10. New York Division (Headquarters, New York, 
N. Y.) embracing New York 

II. Philadelphia Division (Headquarters, Phila
delphia, Pa.) embracing Pennsylvania, New 
Jersey, and Delaware 

12. Richmond Division (Headquarters, Richmond, 
Va.) embracing Virginia, North Carolina, 
South Carolina, Kentucky, and Tennessee 

13. San Francisco Division (Headquarters, San 
Francisco, Calif.) embracing Oregon, Wash
ington, California, and Nevada 

3. Legal Section 
4. Returns Section 

6. Audit Division 
I. Office of Head of Division 
2. Assessment Section 
3. Oaims Secticm 
4- Compromise Section 
S'. Bonded Spirits Section 
6 Export and Bottling-in-Bond Accounts Section 
7. Denatured Alcohol and Wine Section 
8. Statistical Reports Section 

7. Industrial Alcohol and Chemical Division 
I. Office of Head of Division 
2. Industrial Alcohol Section 

I. Office of Head of Section 
2. Industrial Alcohol Subsection 
3. Manufacturers and Dealers in Specially Denatured 

Alcohol Subsection 
4- Tax Free Withdrawals Subsection 
S. Grain and Fruit DistiUeries Subsection 
6. Storekeeper-gaugers Subsection 
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II. Prohibition Unit-Continued 
7. Industrial Alcohol and Chemical Division-ContifUled 

3. Chemical Section 
I. Washington Office 
2. Field Laboratories 

I. New York 
2. Buffalo 
3. Chicago 
4. Little Rock 
5. Columbus 
6. Philadelphia 
7. San Francisco 
8. Minneapolis' 
9. Boston' 

8.. Pennit Division 
I. Office of Head of Division 
2. Mails Section 
3. Record and File Section 
4. Correspondence Section 
5. Examiners Section 
6. Bonds Section 
7. Typing Section 
8. Withdrawal Section 
9. Final Review Section 

9. Prohibition Directors.' 
I. Alabama (Headquarters, Birmingham) 

'Bureau of Internal Revenue chemist stationed in food laboratory of 
BureaU' of Chemistry of Department of Agriculture. 

'Field chemist, designated as a Federal Prohibition Agent. 
• The organization of the offices of Prohibition directors is in general 

along the following plan, although this outline i. not universally followed: 

I. Immediate Office of the Director 
2. Field Division 

J. Investigation and Inspection Section 
2. Group Head. 
3. Prohibition Agents 

3. Legal Division 
I. Revocation Section 
2. Legal Reports Section 

4- Admini!itrative Division 
I. Application and Permit Section 
2. Withdrawal Section 
3. Mails and Files Section 
4- Public Information Section 
So ·Reports and Statisties Section 
6. Personnel and Disbursing Section 
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[. Prohibition Unill-Continued 
9. Prohibition Directors-Continued 

2. Alaska (Headquarters, Juneau) 
3. Arizona (Headquarters, Phoenix) 
4. Arkansas (Headquarters, Little Rock) 
S. California (Headquarters, San Francisco) 
6. Colorado (Headquarters, Denver) 
7. Connecticut (Headquarters, Hartford) 
8. Delaware (Headquarters, Wilmington) 
9. Florida (Headquarters, Tampa) 

10. Georgia (Headquarters, Atlanta), 
II. Hawaii (Headquarters, Honolulu) 
12. Idaho (Headquarters, Boise) 
13. II1inois (Headquarters, Chicago) 
14. Indiana (Headquarters, Indianapolis) 
IS. Iowa (Headquarters, Des Moines) 
16. Kansas (Headquarters, Topeka) 
17. Kentucky (Headquarters, Lexington) 
18. Louisiana (Headquarters, New Orleans) 
19. Maine (Headquarters, Auburn) 
20. Maryland' (Headquarters, Baltimore) 
21. Massachusetts (Headquarters, Boston) 
22. Michigan (Headquarters, Detroit) 
23. Minnesota (Headquarters, Minneapolis) 
24. Mississippi (Headquarters, Jackson) 
25. Missouri (Headquarters, Kansas City) 
lI6. Montana (Headquarters, Helena) \ 
27. Nebraska (Headquarters, Omaha) 
lIB. Nevada (Headquarters, Reno) 
29- New Hampshire (Headquarters, Concord) 
30. New Jersey (Headquarters, Newark) 
31. New Mexico (Headquarters, Albuquerque) 
32. New York (Headquarters, New York City) 
33· North Carolina (Headquarters, Salisbury) 
J4. North Dakota (Headquarters, Fargo) 
35. Ohio (Headquarters, Columbus) 
36. Oklahoma (Headquarters, Oklahoma City) 
37. Oregon (Headquarters, Portland) 
38. Pennsylvania (Headquarters, Philadelphia) 
39- Porto Rico' (Headquarters, San Juan) 
40. Rhode Island (Headquarters, Providence) 
41• South Carolina (Headquarters, Greenville) 

'Includes also District of Columbia. 
'lDcludes also Virsin lsi ....... 
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II. Prohibition Unit-Continued 
9, Prohibition Directors-Continued 

42. South Dakota (Headquarters, Sioux Falls) 
43. Tennessee (Headquarters, Nashville) 
44. Texas (Headquarters, Austin) 
45. Utah (Headquarters, Salt Lake City) 
46. Vermont (Headquarters, Rutland) 
47. Virginia (Headquarters, Richmond) 
48. Washington (Headquarters, Seattle) 
49. West Virginia (Headquarters, Wheeling) 
50. Wisconsin (Headquarters, Milwaukee) 
51. Wyoming (Headquarters, Cheyenne) 

OUTLINE OF ORGANIZATION (BY PRIMARY UNITS AND 
CLASSES OF EMPLOYEES) 

BUREAU OF INTERNAL REVENUE 
DEPARTMENT OF THE TREASURY 

JUNE 30 1921' 

PriftfDry Units: 
Classes of Employees 

I. Commissioner's Office Proper 
Commissioner 
Assistant to the Commissioner 
Senior Clerk 

Private Secretary 
Oerk 

Mail Messenger 
2. Office of the Solicitor 

Solicitor 
Attorney 

Nu""'., 

2 

I 

4 
3 
I 

5 
4 
4 
6 

An","" 
Sa/MY 
Ral,' 

$10,000 
5,000 
3,600 
3,000 
2,500 

2,250 
1,800 
1,600 
1,500 
1,200 
1,200 

5,000 
6,000 
5.000 
4,800 
4.500 
4,000 
3.300 

3.000 
.. r This outline is of a different date from the outline by units. see com~ 

ment regarding this on p. 180 . 
• Net. or without the temporary U bonus n or additional compensation 

of 60 per cent on cla"es below $400. of $240 on c1 ..... of $400 to $2soc>. and 
of an amount necessary to make the total compensation $2740 on c1aJHI 
of $2Soo to $27.jO. This is lubject to minor exc:eptioos in special CaJa. 
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2. Office of the Solicitor-Continued 
Special Assistant 2 4,250 

2 3,600 
3 3,300 
4 3,000 
1 2,750 

2,500 
2 2,250 

Special Attorney 5 4,000 -
f 3,750 

Assistant Attorney 4 3,600 
1 2,750 
2 2,500 
2 2,250 

Law Clerk 1 3,000 
Senior Clerk 3,000 

2 2,500 
3 2,250 

Auditor 1 3,000 
Head of Division 2,500 
Oerk 

~ 
2,000 
1,800 

14 1,600 
24 1.400 
9 1,200 

Mail Messenger 1 1,200 
1,000 

2 900 
Messenger 2 840 
Laborer 840 
Assistant Messenger 2 720 

3· Committee on Appeals and Review' 
4· A)feintment DiVIsion 

ead of Division 4.500 
Assistant Head of Division 3.000 
Chief of Section 3.000 

2 2,250 
!'enior Oerle 1 2.250 
Clerk 4 2.000 

5 1.800 
9 1,600 
2 1.500 

II 1.400 
9 I.JOO 
4 1,200 

• Detailed from Income T." Unit. 



206 THE BUREAU OF INTERNAL REVENUE 

4· Appointment Division-Continued 
Card Punch Operator 1,200 
Mail Messenger 1,000 

2 900 
5· Special Intelligence Unit 

Head of Division 5,000 
Assistant Head of Division 3,000 
Oerk 2 1,800 

1 1,400 
1,200 

Mail Messenger 900 
6. Income Tax Unit 

I. Central Office (Washington, D. C.) 
Deputy Commissioner 5,000 
Assistant Deputy Commissioner 1 4,500 
Chairman Committee on Appeals and 

Review . 1 7,500 
Tax Reviewer 3 6,000 
Head of Division 1 7,500 

3 5,000 
1 4,800 
1 4,500 
1 3,000 
4 2,500 
3 2,250 

Assistant Head of Division 1 5,000 
4,800 
4,500 
4,200 
3,800 

I 3,000 
3 

Chief of Section 1 
2,000 
4>800 

7 4,500 
6 4,200 
4 4,000 
1 3,800 
6 3,600 
2 3,300 

2,250 
Assistant Chief of Section 2 4.000 

1 3.800 
2 3.600 
3 3.300 
1 3.000 
1 2,880 
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6. Income Tax Unit-Continued 
I •. Central Office (Washington. D. C.)-Continued 

Chief of Subsection 4.800 
4.500 

2 4.200 
2 4.000 
2 3.800 -

10 3.600 
7 3.300 
3 3.000 

Assistant Chief of Subsection 1 3.600 
1 3.000 

Valuation Engineer ,4 5.000 
8 4.800 
9 4.500 
4 4.200 
I 4.000 

2 
3.800 
3.600 
3.300 

Assistant Valuation Engineer 4.500 

4.200 
4.000 

2 3.600 
6 3.000 

Valuation Aid 3.600 
3.000 
2.500 

Auditor I 
2.000 
4.800 

2 4.500 
7 4.200 

20 4.000 
39 3.800 
73 3.600 
90 3.300 

106 3.000 
67 2.800 

1 2.750 
166 2.500 

1J2 2,250 
136 2.000 
173 1.800 
76 1.600 
35 1,400 
4 1,300 

as-IS 
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6. Income Tax Unit-Continued 
I. Central Office (Washington, D. C.).-Conlinued 

Assistant Auditor I 3,000 
2,880 

II 2,500 
39 2,250 
93 2,000 

104 1,800 
103 1,600 
33 10400 
8 1,200 

Special Assistant 5,000 
2 2,250 
6 2,000 
7 1,800 

Appraisal Engineer I 4,000 
4 3,800 
4 3,600 
I 3,300 
I 2,500 

Accountant 2 3,600 
1,800 

Bookkeeper 10400 
1,200 

Office Manager 2,880 
Senior Telephone and Telegraph 

Engineer 3,300 
Senior Signal Engineer 2,500 
Insurance Expert 2,000 
Railroad Expert 2,000 
Statistician 2.000 
Statistical Draftsman 1,800 
Expert in Business Administration 3.600 
Supervisory Clerk 2 3.300 

Senior Clerk 
4 2,500 
4 3.600 
9 3.300 

22 3,000 
8 2,880 

47 2.500 
56 2.250 

Law Clerk 3 3.000 
3 2,500 
2 2.250 
4 2.000 
2 1,800 
2 1,600 
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6. Income Tax Unit-Continued 
I. Central Office (Washington, D. C.)-Connnued 

Clerk 116 2,000 
154 1,800 
462 1,600 
67 1,500 

989 1,400 
246 1,300 ' 

975 1,200 

250 1,100 
So 1,000 

900 
Examiner I 2,250 

3 2.000 
4 1,800 

1.600 
Photostat Operator 1,600 

I 1.400 
3 1,200 

Addressograph Operator I 1,200 
1,000 

Card Punch Operator II 1,200 
2 1,100 

Mail Messenger 1 1,200 
2 1.100 

59 900 
Messenger 9 1,000 

18 840 
Assistant Auditor 3,000 
Assistant Messenger 2 720 
Laborer 23 840 

2. Field Force 2 720 
Supervising Internal Revenue Agent 1 5.000 

1 4.500 
Revenue Agent in Charge 3 4.800 

14 4.500 
13 4,250 
2 4,000 
1 3.600 

Revenue Agent 4 4,200 
79 4.000 
64 3.800 

ISo 3.600 
237 3,JOO 
313 
156 

3.000 
2.880 
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6. Income Tax Unit-Continued 

2. Field Force-Continued 
Revenue Agent-Continued 

13 2.750 
451 2.500 
353 2.250 

Revenue Inspector 280 2.000 
178 1.800 
53 1.600 

Valuation Engineer I 4.500 
I 3.800 

Special Intelligence Agent 6 4.000 
3.800 

I 3.600 
5 3.300 
4 3.000 
4 2.500 
II 2,.250 
3 2.000 
2 1.800 

Clerk I 2,.250 
7 :i!.ooo 

22 1.800 
55 1.600 
1 1.500 

139 1.400 
42 1.300 
86 1.:i!OO 
3 1.100 

Messenger 2 900 
2 720 

Unskilled Laborer 720 
7· Accounts Unit" 

Deputy Commissioner 5.000 
Head of Division 3.600 

I 3.300 
Otief of Section 3 3.000 

I :i!.Soo 
Auditor 3,000 

2.000 
Assistant Auditor :i!.Soo 

.. Name has been changed 10 Accounll and Collection Unit and there have 
been transferred to this unit the Supervisor of Collectors' Offices; aad a 
PO~OD of the Supplies, Information. Stamps. T ohacco. and Miocellaneou. 
UmL 
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7· Accounts Uni1!-C ontinued 
Senior Clerk 2 3,000 

I 2,750 
4 2,250 

Clerk 6 2,000 
33 1,800 
39 1,600 
21 1400' 

Bookkeeper I 2,500 
2 1,800 
I 1,400 

Assistant Business Manage.r 1,800 
Messenger 2 900 

8. Capital Stock Tax, Child Labor Tax and 
Estate Tax Unit" 

Deputy Commissioner 5,000 
Assistant Depuo/ Commissioner 4,000 
Member CommIttee Appeals and Review 

4'C Head of Division 4, 
4,500 
3,800 

2 2,250 
Assistant Head of Division 1 4,000 

1 2,500 
Chief of Section 2 3.300 

3,000 
Examiner I 3,800 

8 3,000 
13 2,500 
3 2,250 
1 2,000 
3 1,800 

Senior Oerk 10 3,000 
I 2,880 
8 2,500 

13 2,250 
Law Clerk I 2,500 

2.000 
Oerk II 2.000 

II 1,800 
36 1,600 
12 1.500 
35 1,400 

• Name hu been chang<d to Capital Stodi: Tax aDd Estate Tax Unit. 
All employees 011 child labor tu: work have been d~ or transferftd 
to other worlr. as the child labor tu: .as. dcc:lamI _stilUtiooaJ. 
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8. Capital Stock Tax, Child Labor Tax and Estate Tax Unit-
Continued 

Clerk-Continued 
14 1,300 

34 1,200 
II 1,100 

2 1,000 
Auditor 3 2,500 

I 2,250 
1,600 

Assistant Auditor 2,500 
2,000 

Mail Messenger I 1,100 

4 1,000 
Messenger I 840 
Inspector (Child Labor Tax) 2,880 

2 2,500 
I 2,000 

7 1,800 
Assistant Inspector (Child Labor Tax) 8 1,600 

2 1.400 
Age Certificate Inspector (Child Labor 

Tax) 3 1,600 
I 1,400 

9· Sales Tax Unit 
Deputy Commissioner 5,000 
Head of Division 4,000 

2 3,600 
Assistant Head of Division I 3,000 

I 2,750 
Chief of Section 6 2,500 

2,250 
Chief of Subsection 2,500 
Supervisory Oerk 2,500 
Senior Oerk 2,250 
Law Oerk 2,500 
Oerk II 2,000 

20 1,800 

46 1,600 

57 1,400 

4~ 1,200 -
1,100 

Examiner 2,250 
Auditor 2 1,800 
Bookkeeper 1,800 

1,600 
Mail Messenger 1,200 
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9· Sales Tax Unitl-C'onti,,",d 
Messenger I 1,100 

3 840 
Laborer I 840 

10. Supplies, Infonnation, Stamps, Tobacco and· 
Miscellaneous Unit U 

Deputy Commissioner I 5,000 
Assistant Deputy Commissioner 'I 4,000 
Special Assistant to the Commissioner 5,000 
Chief aerk 4,000 
Head of Division 4,000 

I 3,600 
Acting Head of Division I 3,000 
Chief of Section 3 3,000 

2 2,500 
2 2,250 

Assistant Head of Division I 2,500 
Senior Clerk I 2,500 
aerk 7 2,000 

22 1,800 

45 1,600 
6g 1.400 
16 1,200 

3 1,100 

4 1,000 
Superintendent of Stamp Vault I 3,000 

2,000 
Assistant Superintendent of Stamp Vault 2,250 
Assistant Auditor I 1,800 
Addressograph Operator 2 1,200 
Operative 1,200 

1,100 
2 1,000 

Mail Messenger 1 1,100 
1 1,000 

17 900 
Messenger i 1,000 

840 
Laborer 14 840 

I 720 
Elevator Conductor I 720 
Chauffeur 1,000 

• Name chanced to Sapplieo, Jnformatiaa, Tobacco" and )l'1SCdIaDoous 
Uail; aU work in CODDtctioa with .-- bas ....... IraDsfared to tile 
Accoants and CoUOdioas Unit. 
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II. Supervisor of Collectors' Offices" 
I. Central Office (Washington, D. C.) 

Supervisor of Collectors' Offices 5,000 
Assistant Supervisor of Collectors' 

Offices 4,000 
Chief of Sectioll 2 2,500 
Senior Clerk I 2,500 

2,250 
Clerk I 2,000 

4 1,800 
7 1,600 
9 1,400 

10 1,200 
1 1,100 

Mechanic 2 1,800 
Mail Messellger I 1,200 

3 900 
2. Field Supervisors 

Supervisor of Collectors' Offices 1 4,250 
5 4,000 

14 3,600 
8 3,300 

IS 3,000 
12 2,500 

J 2.000 
3· Collection Districts 

. Collectors 30 6.000 
3 5,900 
7 5,800 
3 5.7CQ 
2 5,600 
4 5.500 
1 5,400 
1 5.300 
3 5,200 
I 5.100 
4 5,000 
2 4.800 
J 4.700 

4.600 

Deputy Collectors 
4,500 

10 3,600 
1 3,500 
3 3,400 

16 3,300 

• Thio unit has bem lraD.rerred to the Accounts and CollectioDJ Unit. 
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I. Supervisor of Collectors' Offices-Continued 
3. Collection Districts-Continued 

Deputy Collectors-Continued 

aeries 

2 

36 
1 
I 

3 
5 
I 

100 
I 

16 
3 

I~~ 
31 

54 
225 
179 
577 
48g 
528 
662 
285 
341 

338 
79 
19 
II 

2 
4 
1 
2 
1 

7 
1 
8 
1 

27 
2 

12 

38 
13 
4 

JO 

3,200 
3,000 
2,900 
2,850 
2,800 
2,750 
2,700 
2,500 
2,450 
20400 
2,350 
2,300 
2,250 
2,200 
2,100 
2,000 
1,900 
1,800 
1,700 
1,600 
1,500 
10400 
1,300 
1,200 
1,100 
1,000 

900 
850 
840 
800 
720 
600 

4,000 
3,600 
30400 

. 30300 
3,200 
3.000 
2,800 
2,750 
2.500 
20400 
2.JOO 
2,250 
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II. Supervisor of Collectors' Offices-Continued 
3· Collection Districts-C ontinued 

Qerks-Conlinued 
21 2,200 
16 2,100 

75 2,000 
46 I ,<;po 
98 1,800 
78 1,700 

149 1,600 
177 1,500 
283 1,400 
387 1,300 

2 1,260 
730 1,200 
151 1,100 
118 1,000 

14 <;PO 
Messengers I 1,400 

4 1,200 
5 1,100 

5 1,000 
6 <;PO 

f40 
800 
720 

2 700 
Janitors 3 1,000 

I <;PO 
Watchman I 1,000 
Office Machine Experts 13 1,600 

12. Prohibition Unit 
I. Washington Office 

Prohibition Commissioner 7.500 
Assistant Prohibition Commissioner 5,000 
Chief of General Prohibition Agents 5,000 
Counsel 5,000 
Director of Narcotic Field Force 1 5,000 
Assistant Dir~ Narcotic Field Force I 3,600 
Assistant Counsel I 4.500 
Special Counsel 4,200 
Head of Division 4,250 

2 4,000 
3,500 
3,300 
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2, Prohibition Unit-C ont;tllUI/I 
I, Washington Office-Cont;tlNetl 

Assistant Head of Division 1 4,000 
2 3,600 

3,300 
Chief of Section 1 4,000 

3,000 
I 2,880 
3 2,500 

Legal Assistant I 4,000 
Law Oerle 3,300 

I 3,000 
Senior Oerk 3 3,000 

7 2,500 
9 2,250 

Clerk 19 2,000 
66 1,800 
92 1,600 

117 1,400 
104 1,200 

8 1,100 
4 1,000 

Chief Chemist I 3,000 
Chemist 2 3,000 

2 2,500 
I 2,250 
2 2,000 

1st Assistant Chemist 2 1,800 
2nd Assistant Chemist I 1,600 
Pharmacist I 2,500 

4 2,250 
1,800 

Druggist 2 1,800 
Chemical Laboratorian 2 2,000 

3rd Assistant Cllemist 
900 

1,400 
Assistant Attorney 3,000 
Technical ~ 3.000 
Estate Tax 'ner 2,250 
Assistant to Business Manager I 1,600 
Operative 6 1,200 
Mail Messenger 1,000 

10 900 
Messenger 4 &to 
Laborer 2 &to 
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12. Prohibition Unit-C ontinued 
2. Field Force 

I. Prohibition Force 
Federal Prohibition Director 7 5.000 

9 4.500 
19 4.000 
8 3.500 
6 3.000 

Assistant Federal Prohibition 
Director 3.000 

Chairman, General Prohibition 
Agents 5.000 

General Prohibition Agent 2 5.000 
2 4.500 
6 4.000 ' 

3.600 , 
3.500 

12 3.000 
4 2.500 
8 2.250 

Chief Field Supervisor 5.000 
Field Supervisor I 3.800 

3 3.600 
3 3.300 ; 
3 3.000 
2 2.500 

Head, Field Force 4.500 
2 4.000 
2 3.500 
I 3.300 
7 3.000 
4 2.500 
2 2.250 

Federal Prohibition Agent 2 3.600 
6 3.300 

28 3.000 
60 2.500 

I 2,400 
63 2,250 

3 2,200 
90 2.000 

443 1.800 
13 1.700 
92 1.600 

160 1.500 
2 1,400 
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z. Prohibition Unit-Continued 
2. Field For=-Continued 

[. Prohibition Force-ConliflUed 
Federal Prohibition Agen_Cofllillued 

2 1,200 
I 1,000 

Chemist 3 2,500 
4 2,250 
4 1,800 

Supervising Warehouse Agent I 1,800 
Warehouse Agent 354 1,500 

44 1,200 
Oerk I 2,500 

4 2,250 
8 2,000 

23 1,800 
3 1,700 

42 1,600 
18 1,500 

127 1.400 
22 1,300 

205 1,200 
8 1,100 

12 1,000 
Laboratory Helper 1,200 
Messenger 1,200 

1,100 
2 900 
I 840 

Storekeeper-Gaugers 728 
2. Narcotic Force 

Narcotic Agent 3 3,600 
6 3,JOO 
8 3,000 
I 2,750 

19 2.500 
20 .2,250 
II 2,000 
9 [,800 

Narcotic Inspector I 3.000 
4 2·500 

14 2,250 
33 2,000 
22 1,800 

I [,sao 
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12. Prohibition Unit-Continued 
2. Field Force-Continued 

2. Narcotic Force-Continued 
Oerk I 1,500 

4 1.400 
1 1,300 

12 1,200 
13· Detailed Employees" 

Executive Clerk 2,500 
Senior Clerk 2,500 

2,200 
Clerk I 2,000 

3 1,800 

3 1,600 

5 1,400 
13 1,200 

2 1,100 
8 1,000 

Professional Nurse 1.400 
Relief-Room Nurse 1,300 
Electrician 1,200 
Plumber 1,200 
Carpenter 1,200 
Foreman of Laborers 1 1,000 
Laborers II 660 
Mail Messenger 2 1,200 
Assistant Messenger 3 720 
Elevator Conductor 2 720 
Watchman 6 72IJ 

.. The employees listed here are detailed 10 various branches of the 
Treasury and other offices for the purpose of assisting in the Internal 
Revenue work. 



APPENDIX 2 

CLASSIFICATION OF ACTIVITIES 

EXPLANATORY NOTE 

The Classifications of Activities in this series have for their pur
ose to list and classify in all practicable detail the specific activities 
ngaged in by the several services of the national government. Such 
tarements are of value from a number of standpoints. They fur
lish, in the first place, the most effective showing that can be made 
l brief compass of the character of the work performed by the ser
ice to which they relate. Secondly, they lay the basis for a system 
,f accounting and reporting that will permit the showing of total 
xpenditures classified according to activities. Finally, taken col
ective1y, they make possible the preparation of a general or con
olidated statement of the activities of the government as a whole. 
iuch a statement will reveal in detail, not only what the govern
nent is doing, but the services in which the work is being per
ormed. For example, one class of activities that would probably 
IPpear in such a classification is that of .. scientific research." A 
,ubhead under this class would be .. chemical research." Under 
his head would appear the specific lines of investigation under 
yay and the services in which they were being prosecuted. It is 
lardly necessary to point out the value of such information in 
.Ianning for future work and in considering the problem of the 
letter distribution and coOrdination of the work of the government. 
rhe institute contemplates attempting such a general listing and 
1assification of the activities of the government upon the comple
ion of the present series. 

CLAssIFICATION 01' ACTMTIES 

I. Collection of Internal Taxes 
I. Income and profits taxes 
2. Estate tax -
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I. Collection of internal taxes-COItlilluetJ 
3. Capital stock tax 
4- Taxes on specified commodities or services 
5. Occupational taxes 
6. Stamp taxes 

2. Regulation or Prevention of Traffic in Specified Commodities 
I. Enforcement of national prohibition 
2. Regulating traffic in narcotics 
3· Collection of taxes on oleomargarine. mixed flour. filled 

cheese. adulterated or renovated butter. and white phos
phorus matches 

3. Chemical Researches 
4- Collection of Statistics 
5. Publications 

I. Annual Report 
2. Statistics 
3. Regulations 
4- Decisions 
5. Rulings 
6. Miscellaneous 
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PUBLICATIONS 

The pUblications of the Bureau of Internal Revenue may be 
:lassified as follows: 

I. Annual Report 
2. Statistics of Income 
3. Regulations 
4. Decisions 
5. Rulings 
6. Miscellaneous 
AHIIUal Report. The annual report of the Commissioner con~ 

:ains a detailed account of the work of the Bureau during the 
rear. It shows the amount of the various classes of taxes collected 
in each collection district and in each state. and in addition con
tains statistics showing the amount produced and the quantity of 
raw material used in the case of commodities such as distilled 
spirits. tobacco products. etc .• the manufacture of which is under 
strict control in order to insure the collection of the tax. It has 
IIeen issued each year beginning with 1863. It is issued separately. 
and the text. but not the detailed !:abIes. is also included in the 
.. Report of the Secretary of the Treasury on the State of the 
Finances. with appendices," It is distributed free. 

Slolisli~s of l,,~_,. The publication entitled .. Statistics of 
Income" contains a detailed analysis of all returns of income and 
profits taxes. It is published by authority of the following para
graphs in the act of September 8, 1916. which was reenacted in 
the act of No~mber :iII. 1921. 

I That the preparation and publication of statistics reasonably 
"\'llilable with respect to the ~ration of the income tax and con
taining classifications of ta.'<]lIlyers and of income, the amounts 
'allowed as deductions and exemptions. and any other facts deemed 
: pertinent and valuable shall be made BlUlually by the Commiso
isioner of Internal Revenue, with the approval of the Secretary of 
Ithe Treasury. ., 
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The first issue of this publication was for 1916. It is distributed 
free. 

Regulations. For the information and guidance of the public, 
detailed regulations are issued on each tax and on each industry 
that is under regulatory control. These regulations vary in size 
from a few pages to several hundred pages, according to the com
plexity of the subject. They are revised from time to time as 
changes are made in the laws, or as the decisions of the ,courts or 
of the Commissioner modify the interpretation. 

Decisions. The formal decisions of the Commissioner, as well 
as the regulations, are published in the volume entitled" Treasury 
Decisions under the Internal Revenue Laws." These are pub
lished weekly in the publication entitled .. Treasury Decisions, 
under customs, internal revenue and other laws ... " which may 
be obtained from the Superintendent of Documents for one dol
lar a year. The weekly Treasury Decisions contain formal deci
sions under both customs and interna1 revenue laws, but the two 
classes of material are separated for the annual volumes, customs 
deci$ions being in the volume entitled" Treasury decisions under 
customs and other laws" and internal revenue decisions being in 
the volume entitled "Treasury Decisions under the Internal 
Revenue Laws." 

Prior to I 8g8 the decisions were published by contract in the 
Internal Revenue Record, a private journal issued in New York. 
The titles under which the annual volumes of internal revenue 
decisions have been issued are as follows: 

.89S-.8gg. Compilation of decisions rendered by the Commissioner of 
Intemal Revenue under War Revenue Act of June 13. 18Q8. 

[900-1903· Compilation of decisions rendered by the Commissioner of 
Internal Revenue. 

After 1903· Treasury Decisions under the internal revenue laws. 

Digests of decisions have been issu«:d under the following title: 

Digest of decisions and regulations made by the Commissioner of inter
nal Revenue and abstracts of judicial decisions and opinions of Attorneys 
General as to internal revenue cases, Dec. 240 11164. to June IJ, 1ft98. 

Same, June IJ, II!o)8, to December 31, 19Q4. 
Digest of Treasury decisions relating to internal revenue issued pursu

ant to the acto of 1909, 191J, '916, and 1917 during the period from Sep
tember 90 '916 to December 31, 1920. 



PUBLICATIONS 225 

Rq/iKgS. The rulings of the Bureau on questions presented are 
published in the Internal Revenue Bunetin, issued weekly during 
19~. monthly from January to May. 1923. and weekly beginning 
with May 7, 1923. This bulletin may be obtained from the Super
intendent of Documents for $2 a year. The rulings have not the 
force of Treasury decisions. as will be seen from the fonowing 
note appearing in the Bnlletin. 

The rnIings ~rted in the Internal Revmue Bunetin are for 
the information of taxpayers and their counsel as showing the 
trend of official opinion in the administration of the Revenue Acts ; 
they have none of the force or effect of Treasury Decisions and 
do not commit the Department to any interpretation of the law 
which has not been forma1ly approved and promnlgated by the 
Secretary of the Treasury. Each ruling embodies the adminis
trative application of the law and Treasury Decisions to the entire 
state of facts upon which a particular case rests. It is especiany 
to be noted that the same result win not necessarily be reached in 
another case unless all the material facts are identical with those 
of the reported case. As it is not always feasible to publish a 
complete statement of the facts underlying each ruling, there 
can be no assurance that any new case is identical with the reported 
case. As bearing out this distinction. it may be observed that the 
rulings published from time to time may appear to reverse rnIings 
previously published. 

Officers of the Bureau of Internal Revenue are especia1\y cau
tioned against reaching a conclusion in any case merely on the 
basis of similiarity to a published Income. Sales. Capital-Stock. 
Estate. Child-Labor. or miscdlaneous tax ruling. and shonld base 
their judgment on the application of a1\ pertinent provisions of 
the law and Treasury Decisions to all facts in each case. These 
rulings should be used as alds in studying the law and its formal 
construction as made in the regulations and Treasury Decisions 
previously issued. 

In 1<)22 there were also t'UltIulative bi-monthly digests of the 
rnIings in the Bulletin and semi-annual bulletins containing the 
rnIings in fuU for tbe preceding sUe months. For 1923 it is planned 
to issue quarterly digests of new rnIings cwnulative since January 
I, '922, and semi-annual bulletins giving in full new rnIings made 
during the preceding sUe months; both of these are include<! in the 
subscription pritt of $2. 

The Internal Revenue Bnlletin supersedes the Income Tax RnI
ings and Sales Tax Rulings previously issued. The Income Tax 
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Rulings were issued weekly from April, 1919, to December 28, 

1921. The complete text of rulings prior to 1922 is contained in 
the following Cumulative Bulletins of Income Tax Rulings, which 
may be obtained from the Superintendent of Documents at the 
prices given: 

Cumulative Bulletin. of Ineome Tax Rulings 
I. December, 1919 (April I to December 31, 1919) 30 cent. 
2. January to June, 1920. 2S cents 
3· July to December, 1920, 30 cent • 
... January to June, 1921, 30 cent. 
5· July to December, 1921, 25 cents 

Cumulative digests of income tax rulings were issued bi-monthly 
from May, 1919, to December 1921. The Digest of Income Tax 
Rulings, No. 19 contains digests of all rulings made from April, 
1919, to December, 1921; it may be obtained from the Superin
tendent of Documents for 30 cents. 

Sales Tax Rulings were issued monthly from December, 1920, 
to December, 1921. All of the Sales Tax Rulings prior to 1922 

are contained in the following issues, which may be obtained from 
the Superintendent of Documents: 

Bulletin No. St-I-20 Sales Tax Rulings, December, '920, which eontains 
all rulings up to tbe end of 1920, IS cents 

Sales Tax Rulings, Cumulative Bulletin, January to June, 1921, 5 cents 
Sales Tax Rulings, Cumulative Bulletin, July to December, 1921, 5 cents 

Miscellaneous. The publications here termed miscellaneous, 
although this designation does not appear on them, include all pub
lications except those described above. They comprise The Inter
nal Revenue Laws, List of Collection Districts, Catalogue of 
Blanks and Books, Laws and RegulatiOl)s, and such other circu
lars as may be needed from time to time for the information of 
the public or the employees of the service. 
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PLANT 

The work of the Bureau in Washington has been seriously 
handicapped by the lack of adeqUate housing. During the fiscal 
year 1919 the Washington offices of the Bureau were in twelve or 
more widely scattered buUdings, and at the end of the fiscal year 
1922, they were in eight buildings, as follows: 

BUILDINGS Qccup'ED BY WASHINGTON OFFICES AT ItNlI OP FISCAL YlWllg22 

Bulldlq UDi. Location 

ADO. No. I... l~me Tax Unit.... ..... ... ... ......... Pennsylvania AYe. and 
J .. cbon Plac:e. 

~1U\u. No. •... Itte:Ome Till Unit........................ 14th ~ B Sta.. N. W. 

BuUdlna C •... Jacome To. Unit. Sah. Tax Unit. Capitat 6lb and B Sta.. S. W. 
Stock and. Estate Tax Unit. and. TQ~ 
and M.ilCellauoUi Di.wou. 

Trelll"17 .... , Co~:~:-c:~~SP~fcct~::lli~ IS~:.~.~tYUaia 

~~:,:~e: ~i-:rn~: t:!m~uil.:~ 
to .... 

Auditon .....• Stamp Di?ili.q ......................•.. t4t1a uul B Sta.. S. W. 

Hooe BuRdi..... PtailibitiOll UDit. .••• " .• "................ 13.tO F St.. N. W. 

I.toriol' Iltpt. • I"&':mi~ !:.'"k.,;::.:: i=-:.r, uuI ........ F Sta., N. W. 

Buildlq S •.•• beome To. Utu't. Ac:conbl &ad CoUcdiOD aotb alMl B Sts.. N. W. 
UDit. 

All of these buildings are owned by the government with the 
exception of the Hone Building. Annex No.2, Building C, and 
Building 5 are temporary structures erected during the 'IIIV; 
Annex NO: I and the Interior Department Building are modem 
fire-proof structures built during the last five years; the Anditor's 
Building is an old building which was formerly OttUpied by the 
Bureau of Engraving and Printing. The TmlSUry Building is 
an old strUcture which is fire proof as far as the original build-

II!JfI 
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ing is concerned, but a frame superstructure built above the origi
nal roof was the scene of two fires in March and May, 1922. 

The following comments on the housing of the Bureau are 
made by the Commissioner in his ann~ report for 1921:' 

The public is greatly inconvenienced by the decentralized hous
ing of the Bureau. A taxpayer is often required to visit three or 
four different buildings to get information upon a single question. 
There is much criticism from taxpayers thus inconvenienced. 

It should also be noted that effective administrative control is 
impossible under such decentralized conditions. The various units 
and divisions of the Bureau are so closely related that the heads 
of these units and divisions and other supervisory officials must 
consult frequently and at short notice. Under the present hous
ing conditions, administrative intercourse and control are seriously 
impeded and hampered, and a vast amount of duplication of effort, 
to say nothing of expensive and exasperating delay, necessarily 
results. It has been carefully estimated that with suitable quar
ters provided the efficiency of the Bureau would be so increased 
that at least 25 per cent more work could be accomplished with 
the present expenditures and the consequent savings would equal 
in less than two years the cost of an adequate, well-planned, per
manent, fire-proof structure. 

But an even worse situation is presented by the inflammable and 
insecure character of the buildings in which at least half of the 
units are located. Building C, at Sixth and B Streets SW., and 
Annex No.2, at Fourteenth and B Streets, NW., are not only illy 
adapted to the work of the Bureau, but are of such flimsy con
struction that there is constant danger of serious fire. Several 
hundred thousand income-tax returns and related papers, while 
in audit, must be temporarily held in the latter building, a fragile 
wooden and compoboard structure erected during the war. The 
danger from a fire, which might quickly destroy irreplaceable 
papers, representing hundreds of millions of dollars in Increased 
assessments and irreparably disrupt the workings of the Income 
Tax Unit, is ever present. 

Proper and adequate quarters would enable the operating 
machinery of the Bureau to work with greater speed, more effec
ti~ely and efficiently, and much more economically. With such 
quarters much delay in making additional assessments would be 
avoided and fire hazards would be reduced to a minimum. It is 
recommended, therefore, that there be provided for the Bureau, 
as soon as possible, a fire-proof building that will house its entire 
personnel and furnish adequate, sanitary, and oth~rwise suitable 

• Commissioner of Internal Revenue, Annual Report, 1921, pp. 9-10. 
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quarters that will afford protection against hazards incident to 
ii1flammable and insecure construction and make possible the eco
nomical and efficient administration of the internal-revenue laws. 

In the field the offices of the Bureau are in Federal buildings if 
space is available. but it has been found necessary in places' to 
rent quarters in private buildings. 

The total amount of floor space occupied by the various collec
tors, agents. and prohibition directors in the sixty-four collection 
districts on July I. 1921. was 806.572 square -feet. of which 285.-
401 square feet were rented at a cost of $443.925.50 per annum. 
Of this rented spa.ce. 87.015 square feet is used by prohibition 
enforcement forces at an annual rental of $160.5/54.61. 
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LAWS 

The Jaws in force May I, 1920, relating to the Bureau of Inter
nal Revenue and to the taxes collected by that Bureau are given 
in the volume entitled "Internal Revenue Laws," which may be 
obtained from the Superintendent of Documents for $1.50 per 
copy. The later acts (up to July I, 1923) affecting the Bureau 
of Internal Revenue, listed below, may be purchased from the 
Superintendent of Documents for 5 cents each. 

Public 96. Sixty-seventh Congress, November 23, 1921 (42 Stat. L, 222). 
An act .upplem.ntal to the National Prohibition Act. 

Public 98. Sixty-seventh Congr ... , November 23. 1921 (42 Stat. L. 227). 
An act to r.duce and equalize taxation, to provide revenue. and for other 
purposes. 

Public 312. Sixty·seventh COngr •••• Septemb.r 19, 1\)22 (42 Stal L .• 
'49). An act to authorize the creation of corporation. for the purpose of 
engaging in business with China. 

Public 495. Sixty-seventh Congress. March... 1923. Au act to amead 
section 3142 of the Revised Statutes, to permit an increase in the Dumber 
of collection districts for the collection of internal r.venu. and in the 
number of collectors of internal revenue from sixty-four to sixty-fiv •• 

Public 527. Sixty-seventh Congr.... March ... 1923. An act to amead 
the Revenue Act of 1921 in respect to credits and refund •. 

Public 531. Sixty-seventh Congress. March ... 1923. An act to amend 
the Revenue Act of 1921 in respect to income tax of non-resident aliens. 

Public S45. Sixty-seventh Congr.... March ... 1923. An Act to amend 
the Revenue Act of 1921 in respect to exchanges of property_ 

The Appropriation Act for the fiscal year 1924 is as follows: 
1923-Act of January 3. 1923, Public No. 378. 67th Congress: 

(An Act making appropriations for the Treasury Depart
ment for the fiscal year ending June 30. 19240 and for 
other purposes) 

ThaI the following 'um. are appropriat.d . . . • for the Treasury Depart
ment for the fiscal year ending June 30. 1924. nam.ly 

• • • • 
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INTERNAL RI!VENUB SERVICB 

Office of Commissioner of Internal Revenue: Commissioner, $10.000; 
assistant to the commissioner, $S,ooo; five deputy c.ommissioners, at $5,000 
each: chemists-chief $3,000, one $2,500; assistant chemists-two at $1,800 
each. one, $1,600, one, $1,400; heads' of division.-one. $3.500, five at $2.500 
each. five at $2t2S0 each; three assistant heads of divisions, at $2,000 each; 
attorney, $3.600: law clerk, $2,000; insurance expert, $2,000 rrailroad expert, 
~ooo: superintendent of stamp vault, $2.000; private secretary, $1,800; 
,l.rks-four at $2,000 .ach, fifty-two of class four, sixty of class three • 
• inety-eight of cIa •• two, .ighty-thre. of cla •• one, .eventy-six at $1.000 
,ach; fifty mail messengers at $900 each; thirty-.ight m.s.eng.r. at $840 
!ach: twentywone assistant messengers at $730 each; in all. $701,190-

For one stamp agent, $1,600, to be reimbursed by the stamp manu
facturers. 

For salaries and expens.s of collectors of internal revenue, deputy col
lectors, gauger., storekeepers, and storekeeper-gaugers, clerks. messengers, 
lnd janitors in internal-revenue offices, rent of offices outside of the Dis
Irict of Columbia, tel.phone service, injuries to horses not exceeding $250 
for any horse crippl.d or kill.d, expense. of seizure and sale, and other 
rleC'essary miscellaneous expenses in collecting internal-revenue taxes, $3.
j)OO,OOO: ProtJidttJ, That for purpose of concentration upon the initiation 
,f the Commissioner of Internal Revenue and under regulations pr.
.crihed by him. distill.d spirits may be removed from any int.rnal-r.venu. 
)ond.d warehou.e to any other IUch warehous.. and may be hottl.d in 
)ond in any such warehouse before or after payment of the tax. and the 
::ommissioner shall prescribe the form and penal sums of bond covering 
iistilled spirits in internal revenue bonded warehouses, and in transit 
,.tween such warehouses: Prwitl,d /Nrtlllr. That no part of this amount 
.hall b. used in defraying the expenses of any ollicer. d.signated ahov •• 
,ubpcl!lIaed by the United States court to attend any trial before a United 
States court or preliminary examination before any United States com
tnission .. , which expenses shall be paid from the appropriation for H Fees 
)f witnesses. United. States courts." 

Tax Simplification Board: For expenses of the Tax Simplification Board 
",tablished in the T ....... ury Department und.r the provision. of section 
'327 of the R.""", .. Act of '\)2'. approved November 2J, 1\)2'. as authorized 
md.r paragraph. (.) of said act and section. $7.500. to he ... "ilable for 
' .... onal and other services and expenses in the District of Columbia and 
,I •• wbere. . 

For .xponses of ..... ssillg and collecting the internal-Te'ftD"" tax ... 
ncluding the employment of Ih. necessary ofIic:ers, attorneys, experts, 
1gents, accountants, inspectors, deputy collectors, clerks, janitors, and mes
"'ngert in the District of Columbia and the se""ral collection districts, 
:0 he a.ppointed u provided by Ia .... telegraph and telephone service. _tal 
)f quarters outside the District of Columbia, postage. freight, express, and 
)ther necessary miscellaneous ex_ .. and the purchase of suc:h supplies, 
"Iuipment, furniture, mechonicaJ d.vi<:es, stationery • .... books and books 
), reference. and such other articles u may he n<aSSaI7 for .... in the 
District of Columbia and the ........ 1 coIlectioa districts, $3'_000: Pro
,;,uri. That not more than $rno,ooo of the total amount appropriated heroin 
"Q he .xpended by the Commissioner of Internal R .......... for detecting 
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and bringing to trial persons guilty of violating the internal revenue laws 
or conniving at the same, including payments for information and detec
tion of such violation. 

For expenses to enforce the provisions of the National Prohibition Act 
and the act entitled If An Act to provide for the registration of, with cot
lectors of internal revenue, and to impose a special tax upon. all persons 
who produce, import, manufacture, compound, deal in, dispense, seU, di ... 
tribute, or give away opium or cocoa leaves, their salts, derivatives, or 
preparations, and for other purposes," approved December 17. 1914, as 
amended by the Revenue Act of 1918, including the employment of execu
tive officers. agents, inspectors, chemists, assistant chemists, supervisors, 
clerks, and messengers in the field and in the Bureau of Internal Revenue 
in the District of Columbia, to be appointed as authorized by law; the 
securing of evidence of violations of the acts, and for the purchase of such 
supplies, equipment, mechanical devices, laboratory supplies, books, and 
such other expenditures as may be necessary in the District of Columbia 
and several field offices, and for rental of necessary quarters, $9.000,000: 
P,ovid.d, That not to exceed $750,000 of the foregoing sum shall be ex
pended for enforcement of the provisions of the said act of December 
17, 1914: P,ovid.d ffWIh", That not to exceed $25,000 of the total amount 
appropriated shall be available for advances to be made by special disbuII
ing agents when authorized by the Commissioner of Internal Revenue and 
approved by the Secretary of the Treasury, the provisions of section 3648 
of the Revised Statutes to the contIary notwithstanding. 

No part of the appropriations made heJein for the Internal Revenue 
Service shan be used to increase the compensation of any class or grade 
of officers or employees. 

To enable the Secretary of the Treasury to refund money covered into 
the Treasury as internal~revenue collections under the provisions of the 
Act apPloved May 27, 1908, $250,000. 

For refunding taxes illegally collected under the provisions of sections 
J220 and J689, Revised Statutes, as amended by the act of February 24. 
1919, including the payment of priOl year claim., $12,000,000: Provid.d, 
That a report shan be made to Congress of the disbursments hereunder as 
required by the act of February 24. 1919. 

• • • • 
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FINANCIAL STATEMENTS 

EXPLANATORY NOTE 

Statements showing appropriations, receipts, expenditures and 
other financial data for a series of years constitute the most effec
tive single means of exhibiting the growth aM development of 
a service. 'Due to the fact that Congress has adopted no uniform 
plan of appropriation for the several services and that the latter 
employ no uniform plan in respect to the recording and reporting 
of their receipts and expenditures, it is impossible to present data 
of this character according to any standard scheme of presenta
tion. In the case of some services the administrative reports con
'tain tables showing financial conditions and operation of the ser
vice in considerable detail; in others financial data are almost wholly 
lacking. Careful study has in' all cases been made of such data 
as are available, and the effort has been made to present the results 
in such a form as will exhibit the financial operations of the ser
vices in the most effective way that cirqlmstances penni!. 

The appropriations and expenditures for the fiscal years 1863, 
1875, 1885, 1892, 1900, 1905. and for each fiscal year from 
1910 to 1922 are' shown in the tables below, which show also 
the appropriations only for the fiscal years 1923 and 1924. The 
years since 1910 cover the period of the great development of 
the Bureau. Three of the earlier years-1875, 1885, and 1905 
represent normal operations of the service; the fiscal year 1863 
was the first complete year after the bureau was created; the fiscal 
year 1892 is given because the service was charged with the admin
istration of the sugar bounty law at that time; in the fiscal yt'ar 
1900 the special taxes imposed as a result of the war with Spain 
were being collected. 



ApPJtOPlUATIONS AND EXPENDITURES BY FISCAL YEARS 

186.1 1815 1885 ----~. I I I 
Appropriation 

Appropriation I Expenditure Appropriation 1 Expenditure Appropriation I Ezp~diture 
CompmatiOll of tbe Commi .. ioner and I '500.000.00 

clerk .. Proc:urinl dia, IIampa, etc. 

$alana. Office of Commiulonv •••••• 

Saluiea. Office of Comllli .. ioDet. R.e
imbunable. 

Pa, of &MellOn and collector •••••••• 

A"Hl.inl and collectina Internal reY
mue. 

Sallria and open"' of aupemaon 
,nd aubordioate officer&. 

Salaria and upenaa of coUec:ton •••• 

Puni.hment for violation of internal 
re-ftDUe ta ... 

Stamp&, papen, and diea ••••••••••••• 

Total ••.•••. ... 

$336.3"0.00 I 

... 5510.5 .... 00 I 

JOO.OOO.OO 

559.·19.14 

-----
$5,586,001 •• 4 

• Not PoWll in. THUll.., report .. • Indefinite appropriation out 01. nedpt •• 

$335 ..... 68 $:119 ... 356.57 $28 ... 591.65 

2.5 .. 6.20 ·.500.00 

4,171.870.5 .. 

2.300.000.00 1.96.4,10 ... 79 

1.85 1.432.9a 1,784.880.80 

60.8$$.61 50,000.00 3 ... 471.5 .. 

463.0:n.02 ,,10,000.00 392,649.516 

$5.031,190.85 ~ $4 ... 60.698.74 

~ 

>-i 
::r: 
t:tl 
\:Ij 

c:: 

~ 
~ 

~ 
~ 

~ 
~ 

~ 
c:: 
t:tl 



APnoPauTUIIIS .w. EuurlJlTUlD ... FISCAL Y EM&-C ",,1i_4 

J!epprooria&ioa I ,Iv. I ,- I ' ... 
Appropriolloa I Expeadl- _~ I -. Awnll!rialioa 1-.. 

labul ... 0fIIce 01 c-u.J_ ...... ,.,..,510.00 '.70.,01.1' "57,640.00 "54.7_ ........... '"" ...... a "1 &-::::;:,,'1."" 01 eom.jllioDcl', Il.dm- •• 500.00 ........ _.500.00 _.500.00 ._- .1.315.56 Z 
Salaria .nd cspaua of colleeton •. ,. '.965,000.00 :!!~:::::1 '.775.000.00 ",749,872 ••• 1.900.000.00 !!~::L~:~2 > kluia .D4 apcDIU Df II&bordiUte .,165.000.00 1.950,000.00 10936""..80 .,100,000.00 Z •• r.=," offturr .nd em,loree. .••••• 650,000.- 58.,10 •• 68 _50,000.00 ft7.sB4.6s (") 
Withdrawal of deaatured aleobol ••••• 

,6,-~ 
..... 

l~~~ ~1Ati~ :~~ftlr:u:: .':5';.90 ~ ..... - 1,.J49.95 

E~."!~e:~~o? ~ratio~. ~ til 
E:Uec1"', Ihe illCOllle tax ••••..•••••• :;! Collwin. the cottoa fulure. taX •• , ••• 
Collcctin. tu oa lcptia, JIIuaitioDI, '"'! .... 

t>I the war '"due ......••.•• 
tbe neal p .. "'" tIS •••••• IS: 018' apa.a ••••••••••••• 60.000'.;0 60~~ 3s':'ss:ii i~~;~:~~ t>I IttUnW ~n:lue -.alps •••. 55 ... ,·1! 70,000.00 

'uniabmmt for ftola&ioa of iatema1 50,000.00 49.551.0· 75,000.00 74,568.01 100,000.00 Z 
,"enue law •• '"'! 

llcaridin. ale 10 oplum, etc ........ til 
En'orument of _tioal problbltloa •• 
Eftforcnnent of narcotic Ud national 

problbitlon leU. 
Tu 8hapU6calioa ao.nI •••••••••••• 

TotIJ ••••••••••••••••••••••••• , ~ J ..... 5.9130491 ' •• 770.140.00 I , ... 635.0 41,,71 ~ I $4.S'6.413.~3 
• AdQDCa to dllbunlal ofIicert dW'iJll' &.eaI ,ear 1898. 

" '-' <so 



.. 
"" ApPROP2IA.TIONS AND EXPItNDITUuS BY FISCAL YEAlts-Connnued 0\ 

I '.,. \ '." I ' ... ~ 
Appropriation 

Appropriation I EKpenditure Appropriation I Ex,endilure Appropriation I Expe'Jlditurc 
::z: 
t>1 
tl:! 

S.I':riet. Offieto of COmmluioner •.•••• 'J8',550.00 $3",1031.94 $350".0.00 $337.431.68 '3$0,940.00 '340,845-49 C 
Sa~~~~ffice of Commiuiooor. Reim- ".400.00 3.40 0.00 3.400.00 3.400.00 3.400.00 3.400.00 

~ Sal.rin and npenlf!tl of cotldtton ..• •• ogo,ooo.oo .,047,.59.89 .,135,000.00 •• o8o.133.t~ .,150,000.00 2,109.545.1 % 
S.l.ria and capCllHl of aubordinate .",00,000.00 .,354.143.76 •• $10,000.00 •• 490,174.13 •• 620,000.00 •• s8S.775·'· > oRken. C S.laria. oft\een and emptofC!C!l •••••• 
Withdrawal of denatured alcohol. ...• '00,000.00 13 1,0$4.53 0 
~~:;!~ ~~di:! ::'b:u!-:;P=o:p~: ~ 
Expenlc. of collectin. corporation tax. 100.000.00 84,980:39 .t73,66~:2~ tu:.6S:j; bt4S:'-s·i.i; ':::':!~:i~ ...... 
CIUli'yina rdurna of eorporatiolll ••• 30,000.00 ..6,404.47 "5,000.00 Z ColleetlRl tbe income tax. •••••••••••• 

~ Collel:tinl' the cotton futura tu: ••.•• 
Colleetinl' tbe tax OD lqaciea, munJ· ~ tiODI, etc. 
CoJlleetill.& tbe war rt!YeDue •••••••••• Z CoUleetinl' the ex(: .. pro6ta tu:: ..•••• 80.87'1:97 8t,~S'I:6i ~ t!~~~uro:Oi:a~ere:.'im;:'eDue· i~pa::: 100,000.00 100,000.00 100,000.00 9·,090.49 

90,000.00 88,446.19 e87,S53·81 I:~:~::::' 
80,000.00 79,889.13 

Punilbmmt fOl' Yiolation of internal 150,000.00 113,OS3.67 ISO,OOO.oo 150,000.00 142,063.a5 
::tI nveDue lawi. 

Ratrictina the ale of opium. etc .••• 

~ d. 
Enforumeat of national probibltion •• 
Enfo~emeDt of IW'COtic and natioaal 

probibition &etL Z 
Tax. Simpli6(:.tioo. Board ...••.•.•••• ---- C 

Total •••••..••.••.•••.••.••••• $5 ... 60,950.00 $5,165.33·.34 ~ ~8 $S,U4.497.15 $5.5 18045 1 .97 t>1 

: l~:r:,"::::;::: =:~J~~1a:"'::'ll~~0=.y~tSe in ~g~~~ludiDC $45.157.15 reappropriated frotll previOWl year. 
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ApPROPRIATIONS AND ExPENDITURES BY FISCAL YItARs-ConhrHI,d 

A"proprLatioft 
-, ••• 6 \ ••• , I ... 8 

Appropriation I E~diture Appropriation I Expenditure Appropriation I Expenditure 

Sal,'; ••• Offi" 01 commi .. ionor •.•••• 1 $6., .• 80.001 $637,0""'/ $685.8'0.001 $"5.360.0'1 $68,.8,0.00 I $573.017 ... 
~~ri:'hl~f6ce of Commiuioner. Reim· ~.400.00 30400.00 30400.00 3.3:15.00 3.4°0:00 1,975.00 

Sal.rie. and openaa of coUeetora •••• •• 780.000.00 •• 7.7.911.a... 8.565.000.00 •• 518.454.77 .,565,000.00 ;:a~!:~~g::! Salariel and Upc'IlIH of aubordinatc .,.00,000.00 .,118,883.043 .,0100,000.00 a,065.402.54 2,aoo,ooo.00 
officer-. 

Salarie., oBicen and employee. •••••• 
Withdrawal of dmltured alcohol ••••• 

~!~-:!~ ~J.'ti:: t~Cn~;·::~~~;':: 
E.pcn •• of coUcctin. the corporation .... 
C1 ... ifrill8 muma of corporation ••••• 

1.553,a65:i~ 1'3~;::~;::' CoIlecllDl the income tu; •••••••••••• t,aao.ooo.oo 1,159.753.1• I·t::::;~:~: 1.700,000.00 
Collectinl tbe cotton futurea tu: •••••• . .5,063.31 19,013 .• 8 ao,ooo.OO 
CoUectinl tbe tu 011 lep.ciCi. muni· 340,000.00 335.17:1.92 340,000.00 819,:164.53 

tionl, etc. 

t!I!:~~:i~ E:llectinl the war revenue ••••••••••• 4.583.000.00 
olledin. tbe OCUli profitt tu ...... 

99:.48:0 8,000,000.00 
Miacdl.neou. es:penlea ••••••••••••• 100,000.00 100,000.00 99,499.10 100,000.00 98,587.87 
Paper for internal revenue stampa .••• 

163,9·.5:~~ 167.375:;6 163,~69:~~ Puniabment for 'fiolatioa of intemal 175.000.00 175,000.00 175,000.00 
RY('oue law •• 

Ratric:tin, ale ~:~ium .. etc.- •••••• :~t~::,~ '5.615-48 
206:1:':':;; 

Enfon:emmt of national prohibition ••• 
_0·,000.00 300.000.00 ·9·.527.·S 300,000.00 

Enforcement of un:ohc and. a.tional 
prohibition ada. 

Taa Simplication Board •••••••••••••• 

Total •••••••••••••••••••••••••• 1 ~ 1 ~ 1 ~I ~ 1$14,674 •• 70.00 1$1.,138.7.1.45 

• Appropriation for II'rniotl. ,ear ..... ilableo. .. Rspt'ropriation of unupended. t..t.nec. • AYailable until cKPended. • 
• Advaocea to di..bumn. offi«rt.. • Annual .ppropria"on. 

~ ao 

~ 
t>1 
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~ 
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." 
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~ 
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t>1 



ArnoPlIATWtIS A.o EltPEIfD1Tt1UII BY FISCAl. Yuu-C 0II1i"",,4 

~ I .•.• I .... I ..... .::I Apot~ 

------
~tioD I kpeodit... Appropriatioal ~ . AporopriatioD ~ ~'" =a.. Ofliee 01 ~_oau .••••. f68f.87 .... '51::::::: ........ '_.67 .,600.00 f686 ..... 08 ." bur=~I~w.:. '" ComdllH&Oller. Reita.· ,,,,,.00 '709.770.00 $603.741.15 '709.590.00 I,6aO.oo ..... 

"'ariel and. CfpmMI ", tJDfJect.on ••• ,.565.000.00 • .44.,,083.'. .... 000.00 4.*'6,707·70 4,288.000.00 4.lh.,8B-4JI Z 
8aJariq aDd espeIUCI of .ubordioate l,.aoo,ooo.oo 1,o45.540·P > 

o/fiun. Z Salaria. ofIiefto. mid employees •••••• () Withdrawal of denatured .kobol ..... ..... 
8aJaria. de.. of aupr irupetton. •. 

~ E.~HI rdati.-. to bountJ' on .upr .• 
Expeun of collectlq the corporaLion .... 

~ etaMitrln. retuma of eorporatloaa ••• ...a.J,'86":';o Colledln" the iocomc w ........ , , .. ',.000,000.00 
CollectJnl the cotton futurq tax .•..•. .0.000.00 .'.(1109.03 
CollediD, tIM &as oa !epda. 111_ '40,000.00 .J.,1I6-9' t-l 
eotl{:;:fn:e"'e war HYnue •..•••••.• ·,,500.000.00 13,'9."3&.6. ••• .",5.000.00 • ••• J4017'8.16 a9.o00,OOO.DO .a.4"S.3S304' 

t%l 
('.olledina the nua proti'" laX. _ •••• ,8:;i+68 E::: 
~ilCeU.neou. exp~ ••••••••••••• .00,000.00 t%l aper (or int.emal r"nue tlamp ••••• 1,.,i:'·7:i; Z Pual.hmmc for rioJatioD of iIlt.cn:1a.l 175,000.00 

l'evenue la ... t-l 
llacrictiq .1, of opium, fU.-...... 

.7.:~J·.59 514.868:;; 
VI 

d"" '·5.000.00 SSO,OooM 
Enfort'ement of natJonaJ prohibition ••• ·,400,000.00 ·,U9,'4''''9 

6 .... .407:;1 EDforC'~mmC of olrcolic and aationaJ 7.100.000.00' 
prohibilirm arll. 

T .. ItmpU6cation Board •••••••••••• 

Total ••••••••••• " • ••• ••• • • • •• ' ••• 916,.70.00 $20,8590458.26 ~ I '29.900,103.691 $.1,099,190.00 1 $40 •• 05,316.7. 

• Cub bul •. - A •• n.ble uatiJ expeDded • • ADDu.! appropriation. to· 
~ 



ApPROPRIATIONS AND EXPENDITURES BY FISCAL YEARs-Conti""ed 

Appropriation 

I 
..... \ "'3 I .... 

ApproDtiation I Expenditure Appropriation I Expenditure Appropriation I Expenditure-

• I I • I ---S.lari ... Offi ... , C.mmi"i •• " ...... 1 ',···'····°1 .6, •.•••.• 81 $,0 •. '00.00 1 ...... I ~hor.r90.00 
~~~:bl~lIice of Comrniuioncr, Reim· 1,600.00 1,600.00 1,600.00 ...... 1,600.00 

Sa.larira and ppenlq of colleeton .. .. 4,3188,000.00 4,101,590.15 4,000,000.00 3,900,000.00 
Salariu and expenMl of lubormn"te 
Salariea, officer. and employee. ...... 
Withdrawal of denatured alcobol ..... 

t~:~:. ~ati:! :~I~u~~~:t~~Ra;: 
Ezpena of coUoc:tinl the corporation .... 
C1uaifrinl muml of corporatioDI ... 
CollectlDl the iDl:ome tu ..........•. 
Colleetinl the cotton fUlure. tall •... 
CollectiD8 the tu. OD lepcia, muni· 

CoVt~:ln:tcibft war rnenue .......... 1 31.392,000.001 a9.59 1.948.59I 34.409,690.001 ...... 1 31,200,000.00 
Collec:tin. tbe exc .. profitt tax •••.•• 

~~~~It::i:~e..:r~:e:nu~· ita'~p;: : : : 
Punilhment for viOlatiOD of internal 

revenue lawi. 
Ratrictinl we of opium, etc •....... do 
P;nfo~ement of national prohibition ... E.'o",em,., ., na",o,i. a.d naliOnall ,.,00.000.001 , .• oa.'·3·0, I ... ,0.000.0°1 ... '''1 ,.000.000.00 

prohibition actl. 
Tax Simplification Board........... 3.500.00 1,3:11.30 7.500.00 ...... 7.$00.00 

Total .•.•..... .. ... ..•..•. ..• $43.894.690.00 $41.578.97404' $48,n8.380.00 ..•.•. k4.810,290.00 

-----Cub bui.-.-
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FINANCIAL STATEMENTS 

For all years prior to 1921 the expenditures are figured on the 
accrual basis unless otherwise noted. That is, the amount given 
as expended out of a specific appropriation represents the total 
expenditure out of that appropriation regardless of whether the 
money was expended during the current fiscal year or during the
two succeeding years in which the money was available. The 
figures for 1921 and 1922 are on the cash basis and are Dot final 

The preceding tables show only the expenses which are paid 
out of appropriations made expressly for the work of the Bureau 
of Interna1 Revenue. In addition part of the printing for the 
Bureau has been paid for from the appropriation of the Treasury 
Department for printing and hinding, part of the stationery from 
the Treasury Department appropriation for that purpose, inter
nal revenue stamps are furnished by the Bureau of Engraving and 
Printing, and the maintenance of the offices located in Federal 
buildings is paid from the appropriations made to the Supervising 
Architect of the Treasury. After July I, 1923, all the printing 
will he paid from the appropriation for printing made to the 
Treasury Department. No figures are available showing the 
amount expended for maintenance of quarters in .Federal build
ings, but the expenditures from the other appropriations during 
the fiscal year 1921 were las follows: 

Printing. from Trusury DepartmtDt appropriation for Print-
ing and Binding •.••.•••.•.••••••••.•••••••••.•••••.••••••• $151.110.03 

Stationery. (rom Trusury Department appropriatioo for Sta-
tio~ry ••••.••••••.••••••••••••••••••••.••.•••••.•••••••••• 232.878-74 

Intemal R."."ue Stamps. from appropriatioo for Bureaa of • 
Engraving and Printing ••••••••.•••••.•••••••.•••••••••••• fi99.466.I6 

The statement of appropriations and expenditures given above 
includes only money available and used for the operation of the 
service. There are not included any appropriations and expendi
lures for the refund of taxes or for the special disposition of the 
proceeds of certain taxes. such as the additional income tax on 
railroads in Alaska, and the stamp tax on articles which are im
ported from the Philippine Islands and Porto Rico and which are 
subject to tax in the United States. The proceeds of these taxes 
are repaid to the governments of those possessions. 

Of the appropriations for refunding taxes and other similar 
purposes two are made annually. while the others are indefinite 
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appropriations, which do not have to be made each year. The two 
annual appropriations and the amounts available during the fiscal 
year 1923 are as follows: 

Refunding taxes illegally collected under the provisions of sec
tion 3220 and 368g, Revised Statutes, as amended by the act of 
February 24. 1919 (claims allowed by the Bureau of Internal 
Revenue and judgments against ·collectors) ................. $133,105,000 

To refund money covered into the Treasury as internal revenue 
collections, under the provisions of the act approved May 2!7 J 

19Q8. (This act requires collectors to pay into the Treasury 
daily " the gross amount of aU collections of whatever nature; ,. 
the purpose of the appropriation is to refund money paid in 
error, concerning which no legal or accounting questions arise). 250,000 

The amount appropriated for the fiscal year 1923 for the refund
ing of taxes illegally collected is considerably larger than mat 
spent for this purpose during preceding years owing to the large 
number of claims being adjusted. 

The appropriations listed below are indefinite, and as much' 
money as is necessary is appropriated by general laws. The fol
lowing statement shows the amount expended during the fiscal 
year 1922 and the estimated amount nceded for the fiscal year 1921. 

PUIIAJriENl' INDEnHITB APPROP&.IATIONS 

Appropriation 

AUowaoce or drawback (R. S .• p. 725. IIeC. 3689; act. June 
13. 18g8 .. vol. 3D, p. 463. 1IeC. 26; AuI'. 5. 1909. vol. 36. p. 
SID, Re. liS: OcL 22, 'SU4. yol. 38. p. ,63. KC. :1.3: Mar.4. 
f91S/ vol. 38, p. JlS,. au .• ). 

RdundiDI( corporation and income-tu: penaJties (Public Keeo-
Jurion Mar. 4. 1915.38 Stat. 1.., 1225. aec: .• ). 

RefundiDI tas on certain lepcies •.. .........•.....•..... 
Rdundiol stamp tax OD export biU. of ladiOI . .....•...•... 
Refund~ tu. on coatiol'ent beneficial interestl . ......•.... 

Repa~!ut u~e ~~9~.~:O~~' ~il:t!t ':J'e:'!J of JUDe 

R:J~::!s (:tel .J.::!:. ~. '3.:2
" Jill ~~.Lj6s~~O~li2~ :1: 

11}O0, 31 Stat. L. '77. aeea. '-3; JUDe 3D, 1902.32 SiaL L. 

Pa;::io;)iandi .old for direct tues (R. S .. P. 7 .... tee. 

'''''). . ·Ied "d ed ~ -_._. !lepaymeut of tases on distil spsn" mroy WT ..-.... ty 
(R. S .• p. 61.9. II«. lUI). 

Su~lu. prOceed .. Pl'operl,lOld for internal rennue USes CR. 

Ref;;n~'in6~4":p J:i)'on foreip biJ1. of ac.baup (Ad 
Feb. I. 1909. 3S Stat. L. 590. Me. I). 

j E~ed year 19~.J 

••• .t8:1,1:15.8:1 

} 
.1,,6.,.83 

7:1:1.703.88 

} 

IEmmau for fiaal 
7ea1 'P:a3 

'300,000.00 

',000.00 

50.000.00 

10.000.00 

600_ ... 

""' ... 



FINANCIAL STATEMENTS 

Three classes of taxes collected under the internal revenue laws 
are paid into the treasuries of the Philippine Islands, Porto Rico, 
and Alaska. The amounts accrued during the fiscal year 1922 and 
the estimated amounts for the fiscal year 1923 are as follows: 

IIlTDNAL Rl:wNUII TAXES PAID TO TIIUlTOIUES Alii> POSSESSIONS 

PortlD Rico apeclal fuad (Act Mar. It It17~ S9 Stat. L. ,54. Me. ,. 

AddltioDaJ income tu on mlroads iD Alub. .,ecia1 fund 
(Act Jw, .1, 1914 • .sa Stat. L.t 517). 

14.3'5·31 

. ...... 
3$.000.00 

The importance of the internal revenue system in the finances 
of the government at various periods is shown by the following 
table which gives the customs receipts, internal revenue receipts, 
and total ordinary receipts from 1792 to 1922. The total ordi
nary receipts include aU receipts except postal revenues and those 
derived from loans. This table shows receipts for some years 
prior to 1849 during which no internal revenue taxes were 
imposed; the receipts during these years representing collections 
on account of prior years. 

In some of the tables in this monograph the totals showing col
lections, for specific years do not agree. This is due to the fact 
that some of the tables are based on reports made by co1lectors, 
while others are based on warrants issued when the money was 
received in the Treasury. The result is that at the end of each 
fiscal year there is some overlapping, although the difference is 
slight when compared with the totals. AU figures are as shown 
in the reports of the Secretary of the Treasury or the Commis
sioner of Internal Revenue. and it is impossible to regroup the 
basic figures in order to mal-e the totals agree. The items in each 
table are comparable as they were compu~ on the same basis. 
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RECEIPTs FROM CUSTOMS AND INTERNAL REVENUE AND TOTAL OJmIJI'ARY 

REcEn>Ts FROl( 1792 1'0 1922 

Fiscal year Receipt. from I Receipts from I TotaL ordinar, 
cUltoml internal revenue. receipta' 

1792 .................. $ 3MJ.d70.85 $ 208.942.81 $ 3.669.960.31 
1793 .................. 4.255,306.56 337.705·70 4.652.923.14 
1794 .................. 4.801.065.28 274.089.62 5.431.90+87 
1795 .................. 5.588461.26 337.755.36 6.119.334.59 
1796 .................. 6.567.987.94 475.289.60 8,420.329.65 
1797 .................. 7.549.649.65 57549145 8.688.780.99 
1798 .................. 7.106,061·93 644.357·95 7.979.170.80 
1799 .................. 6.6100449.31 779.13644 7.546.813.31 
1800 .................. 9.080.932.73 1.543.620.52 .0.848.749.10 
1801 .................. 10.750.778.93 •• 582.376.81 .2.945455·95 
• 802 .................. .2.438,235.74 828.4433 '4.995.793·95 
• 803 .................. .0479417·6 • 287.058.89 11.064,097.63 
1804 .................. 1I.0g8.565.33 10],139·73 11,826.307.38 
• 805 .................. .2.93648?O4 43.630.06 13.560.693.20 
• 806 .................. 14.667.698.17 75.223·31 '5.559.93

'
.07 

1807 .................. '5.845.521.61 47.783.96 .6.398.019.26 
.808 .................. .6,363.550.58 27.34944 17,060.661.93 
.Bog .................. 7,257.506.62 11.551.60 7.773.473.12 
1810 ., ................ 8.583.309.31 19.879.31 9.J84,2'4.28 
18n .................. 13.313,222·73 9.960.61 14.422.634-09 
18.2 .................. 8.958.777.53 5.762.28 9;801,'32.76 
1813 .................. 13,224.623·25 8.560.56 '4.340309·95 
1814 .................. 5.998.772.08 3.882482.18 11,18[,710·95 
181S .................. 7,282.942.22 6.840.73248 15.708.458.56 
1816 .................. 36,306.874.88 9,378.343.40 47.745.650.82 
1817 .................. 26,283.34849 4.512.287.81 33.366.868.88 
,8,8 .................. 17.176.385·00 1.219.603.56 21.585.583.66 
1819 .................. 20,283,608.76 313,24441 24.603.374-37 
1820 .................. 15.005,612.15 137.847.35 17.840.669.55 
182. .................. 13.004.447.15 98.376.68 '4.573.379.72 
1822 .................. 17.589.761.94 88.627.27 20.232427·94 
1823 .................. 19,088.43344 44.579.88 20.540,666.26 
1824 .................. '7.878.325.71 40.865·33 19,381,212.79 
1825 .................. 2OAA71345 28,[02.20 21.840,858·02 
1826 .................. 23.341,331.77 28.228.69 25.260.434,21 
1827 .................. '93·2,283.29 22.512.58 22.g66,363.g6 
1828 .................. 23,205.523·64 19.670.35 24.763.629.23 
1829 .................. 22.681.965.91 25.837.79 24.827.627.38 
1830 .................. 21.922.391·39 29,141.21 24.844.1I6.51 
183' ................. 24,224,44'·77 17439·52 28.526.820.82 
1832 .................. 28,465,237.24 18,421.78 31,867.450.66 
1833 .................. 29.032.s08·91 3.153.12 33.948,426,25 
1834 .................. 16,214.957.15 4.215·89 21.791.935·55 

llneludinK direct tD: • 
• Include. ill addition to cullom. and internal rhmlle, .U oreliar'J' ra:eiph eu:ep& 

podal rneauea. 
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RBc&IPTS noll CUStoMS AND INTERNAL REvENUE AND TOTAL ORDINARY 
RBc&IPTS FROM 1792 TO 1\l22.-CoHliH,ml 

Fi,caJ 7car Receipt. from 
cUltom. 

I Receipt. from I 
Internal revenue 

Total ordinary 
receipta 

1835 .................. $ '9.39'.3
'
0.59 $ 14.722.81 $ 35.430.087.10 

1836 ................. , '30409.940·53 1.098.79 50.826.796.08 
1837 .................. n.I69.090.39 7.18'.54 24.954.153·04 
1838 .................. 16.158.800.36 2,¢q:;q 26.3020561.74 
1839 .................. '3.137.924.81 3.308.54 31.482.749.61 
1840 .................. 13.499.5°"'7 1.682.05 19,480.115.33 
1841 .................. 14.487,216.74 3,261.36 16.860.160:;q 
1840 .................. 18,1870908.76 495.00 19.976.197.05 
1843 (6 mo.) ........... 7.046.843.91 103·'5 8,231.001.06 
1844 .................. 26.183.570.94 1377·34 29.J20.707.78 
1845 .................. 27.528.112.70 3.517.12 09.970.105.80 
1846 .................. 26.712.667.87 2.897.06 09.699.967.74 
1847 .................. 23347.864.66 375·00 06,¢q .403.16 
1848 .................. 31.757.070.96 375.00 35.698.699.01 
1849 .................. 08.346338.82 30,721,077·50 
1850 .................. 39.668.68642 43.592.888.88 
1851 .................. 49,0170567.92 • 52.555.039·33 
1852 .................. 47.339.326.62 49.846.815.60 
18S3 .................. 58,931.865-52 61.587.03 •• 68 
1854 .................. 64.>24.'90:¥1 73.800,34',0\0 
.855 .................. SJ,02S,794.21 65.350.574-68 
1856 .................. 64,022.863.so 74.056.699.24 
1857 .................. 63.875.905·05 68.965.312.57 
1858 .................. 4'.789,620.96 46,655.365·96 
• 859 .................. 49.565.8438 52.777.

'
07.9'1 

1860 .................. 5J •• 87.sII.87 s6.0S4.599-8J 
1861 .................. 39.582.125-64 410476.299-49 
I~ .................. 49.056.397.62 ',795.33'-73 51.919,261.09 
1863 .................. 69,059.642.40 39.125.891·56 II2,094.94s.51 
1864 .................. 102,J16,'52·99 110,216383.06 262,711.865-33 
1865 .................. 84.0-'8,260.60 .'0,664.788.28 307.>8J.s18.68 
1866 .................. 179.046.65 •. 58 3II.20I,s67.54 557,817,2J0.34 
1867 .................. 176.4'7.810.88 270.027 .nI.t3 4n.001.S2J.47 
.868 .................. .64.4640599-56 1920875.735-26 39II.J69.44o.J6 
1869 .................. .80,041\.426.63 159.122.14/47 ~ 
'870 .................. 194.538.37_ .8s.128,851J.J7 411,253.97'.24 
187 • .................. 106,27D,408.05 '43.678.509-00 J8J.J2J.944.89 
1873 .................. ",6,J7D,286.n IJO,6.p.ln.70 314.·06,867.56 
.873 .................. ,88,~ II4.044.S68.65 333.73a.-.67 
1874 .................. J6J,'03.8J3.69 10J.40907&4.09 _8.756.-
1875 .................. 157.161.722.35 110.007.493-58 288,000.OSt.IO 
1876 .................. .48.071.984-61 n6.7\l3.s4o.83 29l.79OolJO.5O 
IBn ................... lJO,9S6.4OJ.07 n8,6.!0.407.83 aSl,25D,2Z1.18 
18;8 ................... lJO,'iD,680.20 n0,s81.62.t·74 1S7.76J.878.1o 
.1119 ................... 131,2S0,047 .,., nJ.s61,6.o.sB 272.3JO,24I..I' 
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REcEIPTS FIlOlil CUSTOMS AND INTERNAL REvENUE AND TOTAL OIlDINAlLY 
RECElPTS FROM 1792 1'0 IC)22--CoHtinued 

Fi.ealyear I Recriptll from I Receipt. from I Total ordinary 
customs internal revenue receipt. 

1880 .................. $186.522.064.60 $ 124.009.404-77 $ 333..s26.SOO·g8 
1881 .................. 198,159.676.02 135.265,90240 360.782,292.57 
1882 .................. 220.410.730.25 146.657.737.14 403.525,250.28 
1883 .................. 214.706.496.93 144.828.525.58 3g8,287.581.95 
1884 ................... 195.067.489.76 121.656.793.26 348.519.869.92 
1885 .................. 181.471.939.34 112,4gl!.7'5.54 323,690.706.38 
1886 .................. 192'.905.023·44 116.914017642 336.439.727.06 
1887 .................. 217,286.893.13 118.856,283.27 371.403,277.66 
1888 .................. 219.091.173.63 24,2g8.437.8o 379.266.074.76 
ISSg .................. 223.832.741.69 130,881.513.92 387.050.058.84 
1890 .................. 229,668.584.57 142.606.705·81 403.080.gi!2.63 
1891 .................. 219,,522,205.23 145.686,24944 392.61'.447.31 
1892 .................. 177.452.964.15 153.971.072·57 354,937,78424 
1893 .................. 203,355,016.73 161,027,003.93 385.819,628.78 
1894 .................. 131,818,530,00 147.111,232.81 29'].722,019.25 
1895 .................. 152.158,61745 143421,67'.02 3

'
3,390.075.11 

18g6 .................. 160.021.751.67 146,700.864.74 3260976•200.38 
180)' .................. 176.5540126.65 146,688,574.29 347,721.705.16 
18g8 .................. 149.575.062.35 170,goo,64149 405.32' ,335.20 
1899 .................. 206.128,481.75 273.437.161.51 515,960.620.18 
19oo .................. 233,164.871.16 295,327,906.76 567,240.851.89 
1901 .................. 238.585.455.99 307,180,663.77 587.685.337.53 
1902 .................. 254.444.708.19 Z/I,880,I22.IO 500.478,233.21 
1903 .................. 284.479.581.81 230.810.124-17 560.396.67440 
1904 ................... 261,2740564.81 '32.904011945 539.716,913.86 
1905 .................. 261.7g8,856.91 2340095,740.85 544,606,7sS·00 
1906 .................. 300,251,877.77 '49.150,212-,}1 5940717.942·32 
1907 .................. 332,233.300.70 269,666,772.85 663,125.659-92 
1908 .................. 286.113.130.29 .251.711,]26.70 601.060.723.27 
1909 .................. 300.711.933-95 246,212.643.59 6o:l.s89.489.B4 
1910 .................. 333,683.445.03 28g,933,51945 675,511,715.02 
1911 .................. 3140497.071,24 322.529,200·79 701,J72,J74·99 
1912 .................. 311.321.672.22 321.612.199.66 691,778,465.37 
1913 .................. 318.891,395.86 344416,965.65 7240111,229.84 
1914 .................. 292.320,014-51 J80P41,00)'.3O 734.6730166.71 
1915 .................. 209.786,672.21 4' 5,669,646.00 697.91O,827.sS 
1916 .................. 213.185,845.63 512.702,028.78 779.664055249 
1917 .................. 225.¢2.39J.38 801).,366,20)'·73 1.118,174012643 
1918 .................. 182358,g88.71 3.696.043484.81 401740010,585.74 
1919 .................. 183428.624.78 3.840,230.994-85 40647,60308524> 
1920 .................. 323.530.559.25 5.399.149.245.06 6.695.374.766.68 
1921 .................. 308,025.102.17 40579.973,609.06 5.5840517.045.23 
1922 .................. 357.544071240 3,208,lsS,JOIl.3O 401030596.531 .... 



FINANCIAL STATEMENTS 

The foregoing statement, taken from the annual report of the 
;ecretary of the Treasury, shows the gross receipts from internal 
'evenue and takes no account of refunds of any kind. The follow
ng statement shows the net receipts from internal revenue for the 
iseal year 1922. 

~DJU'T»IJIT OP TUASURY F'IGuBEs TO SHOW NET REcstPTS PRO» INTERNAL 
REvENOR, FtSCAIo YLU 1922 

:iross receipts. as stated. in report of the 
Secretary of the Treasury........ $3...,a.158,308.30 

}eductiona . 
Repayment. . 

Refunding interna.l .... v.nu. collection.. $186,637031 
R.lief of •• tate of Jos.ph Math.ws.. 1,02'1.'/2 
R.lief of Steven. Institut. of Tech-

nology .......................... 45,750.00 
R.fundinll taxes U1eplly collected •• 4902510485.0:11 
Refunding money erroneously re-

ceived ........................... 10.00 
Allowance or drawback ............. 1,283.4O'l.86 
Red.mption of stamps.............. 'l2307SQ.29 
R.paym.nt of taxes iIIep1ly collected 

under act of Jun. 13, IB98........ 27.6"..83 51,519.686.03 

Credited to spedal funds and paid to 
designated ben.ficiary 

Additional incom. tax on railroads in 
Alaska .......................... 19,396.57 

Philippine Special Fund. taxes on uti
de. produced in the Philippines and 
sold in the United State.; paid to 
Philippine Government........... 33'.129.15 

Porto Rico Special Ftmd. !axel on 
artides produced in Porto Rico and 
sold in United States; paid to Go".. 
.mment of Porto Rico.. .......... 1,586Jio 

Net Roceipts ................. . 

JS2,nl.g2 

~
e salary of each collector on March 10, 1922. the total 
ses of each district, the total amount collected and the cost 

f collecting $100 in each district during the fiscal year 1921 are 
own in the table below. The expenses as shown in this table 

o not include the cost of the bureau in Washington. the assistant 
upervisors of collectors' offices, or the re...enue agents. 
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EXPENSES AND CoLLI!CTIONS OP CoLLECTION DISnICTS, FISCAL Y EAI 1921 

I 5., • ..,. I Total I , C •• t.' 
District Total collection. c:ollec:tin, 

of collector expenul $'''' 

Alabama •.•. , •..• 1$ 5,600.00 $ 99,611.51 $ 18.429,5314 1 $ ·540 
Arizona .• 0 ••••••• 5,000.00 54,140.36 4,202,663.42 ),288 
Arkansas ......... 5.-·00 135.607.03 10.564.467.99 1.284 

1St CalifOrnia ...... ' 6,000.00 367,349.83 125,376,14').19 .293 
6th California •••.. 6,000.00 198.369·27 56,873,190.15 .J49 
Colorado ......... 5.900·00 165,110.53 34,2J4,963.26 482 
Connecticut •••.... 6,000.00 =,852.77 71,603.071.55 .311 
Delaware ......... 4.800.00 33,761.70 110484,203.14 .aSs 
Florida ............ 5,500.00 131,85941 16.476,054-09 .8003 
Georgia .......... 5,800.00 166,352.06 37,234.770.85 447 
Hawaii ..... .,.-..... 4.700.00 58,089.05 20,680,103.23 .281 
Idaho ............ 5,000.00 70,422.11 4.617,761.92 1·525 
1st Illinois 6,000.00 827.249.63 353,079,926.71 .234 
8th Illinois ......... 6,000.00 337,986·18 35,845,o38.~ ·9403 
Indiana ........... 6,000.00 294.774-61 78,15844640 .377 
Iowa ............. 6,000.00 317,069,46 37,745,745·99 .840 
Kansas 6,000.00 229,135.24 38;689.551.68 .592 
Kentucky ......... 5,900·00 481,707.91 50,696,269.84 ·950 
Louisiana ....... 0, 5,800.00 183,94468

1 
40,121,096.58 458 

Maine ............ 5,500.00 

'-~I 
18,038.864.09 .602 

Maryland ......... 6,000.00 364.130.17 91,206,513.83 ·399 
Massachusetts 6,000.001 619,306·73 259,865,213.85 .238 
1st Michigan ...... 6,000.00 I 264.261.65 245.Ig8,048.80 .108 

4th Michigan ..... 5.800.00 89,032.18 27,196,235.91 ·327 
Minnesota ........ 6,000.00 264,422·87 , 77.722•157.80 ·340 
Mississippi g::':::1 98,215·03 : 8,996.571.95 1./l92 
1St Missouri ....... 221,18+35 1 90.658,133.35 1 .244 
6th Missouri ....... 5.800.00 128419"'7 350475.533.25 .362 
Montana ......... 5.500·00 117.58340 I 5446,565.52 2.159 
Nebraska 6,000.00 1 186.277.16

1 

23.683.008.72 .786 
Nevada ........... ~.:;::I 36.626"'7 1,207.832.91 3·032 
New Hampshire ... 98485.28, 10,J21,265-97 -954 
1st New Jersey .... 5.700.00 I 121.657.911 28,752,918.16 423 
5th New Jersey .... 6.000.00 ! 360,669.03 114.658,718.59 .314 
New Mexico ••...• 40600.00 54.177.28, 1,774.171.86 3.054 
1St New york ..... 6.000.00 329,229.78 " 95.624.118.53 1 .344 
2d New york ...... .6.000.00 791.705.86 1 859,8SI.7US.63 .092 
.4th New york .... 6.000.00 328.469·13 61,114.993·00 I ·537 
21st New york .... 6.000.00 185.836.89 36.988.34').88 .saz 
28th Ne .. york .... 6.000.00 216.557.84 71.893.607.10 .301 

North Carolina .... 5,500·00 217.317.71 
124.890499.06/ 

.174 

North Dakota ..... 5.000·00 84,110.62 J,043.905-73 2.763 

1St Ohio ......... 6,000.00 162.356.20 77.547 M5.2O .209 
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EXPENSES AND CouBcnOKS 01' COLLBCTIOl{ DIS'l'IlICTS, 
FISCAL YIWl. 1921-C.""",,ed 

District 

IIh Ohio ......... 
IIh Ohio ......... 
1m Ohio ......... 
Iklahoma ........ 
Iregan 
it Pennsylvania .•• 
1m Pennsylvania. 
Id Pennsylvania .• 
hod. Island ...... 
outh Carolina •••• 
oum Dakota ..... 
ennessee 
It Texas ..••... ,0 
II Texas ......... 
Itah ............. 
ermont .0 •• 0 ••••• 

Irginia 
iashington ....... 
i •• t Virginia .. o. 
Visconsin .•••.. 0. 
iyoming ......... 
'bilippine Islands .• 

Total ......... 

I S.lar, 1 
of collector 

$ 5.700.00 $ 
5.700.00 
6,000.00 
5.800.00 
5.800.00 . 
6.000.00 
5.900-00 
6,000.00 
5.600.00 
5.300.00 
5.200.00 
5.800.00 
6.000.00 
6,000.00 

5,200·00 
4.800.00 
6,000.00 
6,000.00 
6.000.00 
6,000.00 
5.000.00 

----

Totd 
C)Qpenlel 

111.031·67 
97.622.95 

282.755.99 
188,852.79 
140.943·91 
463.091.19 
138.551.24 
413.217.23 
106.904-09 
112.652·78 
119.616.34 
152.039-87 
204.850.34 
247,986.30 
70.293·52 
71.435.57 

216395039 
159,541·07 
160,71\4.35 
333,268.71 

59.966.00 

$13.6750411.89 

I I c .... r 
Total COtlectiODI collectin. '.00 

$ 39.870,2011·74 $ .278 
06.899.619.37 .363 

141.351,260.14 .200 

27.569.643.12 .685 
lI8,135,975.16 .501 

065.725.361.78 .174 
290837.654-91 464 

1930495.077·74 .213 
410259.894.81 .253 
28,610,623037 0394 
5,049.101.71 2-369 

34,369.120.71 441 
35.586,495.64 0576 
41.639.7111.49 .SSI 
10,574.849.13 .665 
6.358,196.04 1.123 

61.8S4.J41.11 o3SO 
36,815.140.71 433 
41.878,872.96 .JB4 
74.309.939.20 448 

3.250,361.11 1.845 
945.859-66 --

$4.595,000,765-74 

The table below shows the cost of prohibition enfon:ement work 
,nder each prohibition director during the fiscal year (1)21. This 
lble does not include the expenses of the Bureau at Washington 
ir of the general prohibition agents. 

I lixKNSES OF PaoUIBITION EmoacuIENT WORE VNDBa PaoUIBITION 
DlUCTOOS, FISCAL Ya.u 1\lIZI 

lahama ............... $ 15.s51.61 Illinois ................. $ 91.647.97 
rizona ................ p.J40.42 Indiana ................. ~ 
rkansa. .... .. .. .. .. .. 6.4I3-11 Iowa.. .... .. • .. .. .. .. . 133DS.& 
lifornia .............. 36.443.08 Kan............. ...... 2O.J41.20 

olondo .. .... .. .. .. .. 130245.21 KenIUdl:7. .. ..... .. .. .. 32.635-12 
onnecticut ............ 17.63a.048 Louisiana .............. 18,86u8 
laware .............. 5.14&.66 Maine...... ..... ....... 11.194.27 

'da ...... .......... l4.819-89 Maryland ...... ........ 25.171.9'1 
. .... ..... ....... 170244-32 M .... chusetts......... . 51.532.97 

8.240.99 llichipn.......... .. .. 2533s.CI!t 
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EXPENSES OF PllOBIBITION ENFORCEMENT WORK 'O'NDF.lt PROHIBITION 

DIRECTORS, FISCAL YEAR. 192I-Continuttl 

Minnesota •.••••••••••• $ 23.954.03 
Mississippi •••••••.••.•• '5,626.11 
Missouri •••..••••.•••.. 33,903.85 
Montana .•••••••••.•••• .2,'90.96 
Nebraska •.••••.•.••.•• '3045 •• 0' 
Nevada................ 4,957.;06 
New Hampshire .•..... 8.097.06 
New Jersey............ 39.3.843 
New Mexico ••••••••••• 6,9;26.34 
New York .••••.••••••• :204,056.35 
North Carolina' ..•••••• '40094-44 
North Dakota •••.•.... 9,766.:26 
Ohio •.••. •••• •••• ••••.• 46,'23.3' 
Oklahoma •••• • • • . . • • • • .40882.92 
Oregon.- . . . .. . .. . . . . . . . . 13,015.10 

Pennsylvania ........... $110,090.01: 
Porto Rico •........... 16,155.00 
Rhode Island • . • • • • • • • . . .0.396.70 
South Carolina .•••..... '40025.50 
South Dakota •••.•.•..• 5,305.44 
Tennessee ........... ,. '5.748.7' 
Texas .................. .2.076.07 
Utah .................. .0,'43.76 
Vermont ............... 4,2'4-30 
Virginia ............... '9.000.8. 
Washington ............ '7.822.84 
West Virginia. ..... .. .. '3.'95.92 
Wisconsin ............. 28.110.93 
Wyoming .............. 6.943.57 

Total ............ $~ 

The table below shows the expenses of the offices of the pro
hibition and narcotic agents during the fiscal year 1921. 

ExPENSES OP NARCOTIC AND PaoammoN ENFORCEMEXT, BY RIGlONAL 
DmsloNs, FISCAL YEAA 1921 

Diatrict I Narcotic I ProbibitioD 
enforcement enforcemeDt 

Border' ................................... $ 22,018.21 $ 
57,781.;06 
35.716.24 
35.247.96 

1]4,529.31 

375.046.:28 
348.643·03 
:284,9;26.o? 

Central ................................... . 
Eastern ................................... . 
Gulf .................................... .. 
Hawaiian ...•......................•....... 
New York ............................... .. 
Northeastern ............................. .. 
Northwestern •.•..•••••..•••••.••.••••••••• 
Ohio-Maryland •••••..•..••.••.•••••.••••.• 
Pacific .................................... . 
Southern ................................. . 
Southwestern ............................. . 
Western .................................. . 
Head of narcotic force, Washington, D. C .... . 

5.636.83 
4 •• 163.03 
.8,885.83 
:28."7.37 
38.903,'4 
48.535.37 
67.61242 
49,742.88 
37,223·33 
'7.371.;06 

.8.093·52 
483.433·57 
312,260.4' 
.65.559.07 
375,241.00 
'93.3S0j.98 
901,CJ07.22 

250.476." 
.05.905.>0 

Total .................................. $' S040616.03 $ 3.928047543 
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BIBLIOGRAPHY • 

EXPLANA1'ORY NOT& 

The bibliographies a~ded to the several monographs aim to 
,st only those works which deal directly with the services to which 
~ey relate. their history, activities, organization, methods of busi
less, problems, etc. They are intended primarily to meet the 
leedS of those persons who desire to make a further study of the 
ervices from an administrative standpoint. They thus do not 
~clude the titles of pUblications of the services themselves, except 
~ so far as they treat of the services, their work and problems. 
'or do they include. books or articles dealing merely with tech
lical features other than administrative of the work of the services. 
n a few cases explanatory notes have been appended where it was 
hought ther would aid in making known the character or value of 
he publicatIon to which they relate. 

After the completion of the series the bibliographies may be 
ssembled and separately published as a bibliography of the 
\dministrative Branch of the National Government. 

OFFICIAL 
J. S. COJIfI"ss. CDflgr,ssioltDl ruortl. Irtd,.ns. Emergency 

revenue tax bill of 1914- Index of the proceedings and de
bates .•• S~ 21 to Oct. 22, 1914, on H. f{. 18891 •.•. Taken 
from the Daily c:ongressional record. Washington, 1914- 9 p. 

- --' -- -- Spanish war tax bill of 1898- Index of 
the proceedings and debates • •• April 25. to June 14. 18<)8. on 
H. R. 10100 • •• Taken from the Co~ona1 record. Wash
ington, 1914. 14 P. 

- -- Hov.n. C""",';/'u 011 .... 'ftItlihlru ia Treasvy 
tl,/'<JrttIUfIJ. Hearings before the Committee on expenditures 
in Treasury departmrnt on H. R. 30891, a biD with reference 
to the appointment and bonding of deputy collectors of internal 
revenue. Washington. Govt. print. off., 1911. 19 P. 

--; -- -- -- Income tax. Hearing ••. on H. res. 221, 
directing the srcretary of the Treasury to submit c:er1ain infor· 
mation ~naining to the collecting of the income tax ••. June 
I. 2, and 17. 1916. Washington. Govt. print. off •• 1916. 71 p . 

• Compil<d by K. AIiee Matthews. 

asl 
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-- -- -- Committee on reform in the civil service. Status 
of deputy collectors of internal, revenue. NO.3. Hearings .. 
on H. R. 15924. Jan. 23. 1912. Washington. Govt. print. off .• 
1912. 26 p. 

--: -- -- Committee 0" ways and means. Discovery and 
collection of monies withheld from the government. .. Report 
to accompany bill H. R. 3256. Collection of intemal-revenue 
delinquent taxes. [Washington. Govt. print. off .• 18741 9.322 p. 
(43d Cong .• 1st sess. House. Rept. 559) Serial 1625 

-- -- -- --, Hearings on internal-revenue revision. 
July 26-29. Aug. I. 4. 1921. together with certain portions of 
the proceedings of the committee in executive session. . . . 
Indexed. Washington. Govt. print. off .• 1921. 475 p. 

--' -- -- -- Internal revenue measures. Hearings ... 
on H. R. 4434.16690 and 19129. Mar, 13. 1912. Washington. 
Govt. print. off .• 1912. 52 p. 

-- -- --~ Revenue revisiolL Hearings [of Dec. 13-
14.17-18.20-22.1920; Jan. 5. 17. 1921]. Indexed. Washington. 
Govt. print. off .• 1921. 270 p. 

-- -- -- -- To increase the internal revenue. and for 
other purposes. .• Report. To accompany H. R. 18891. 
[Washington. Govt. print. off .• 19141. 16 p. (63d Cong .• 2d 
sess. House. Rept. 1163) Serial 6560 

-- -- -- -- To increase the revenue and for other pur
poses. .. Report. To accompany H. R. 16763. [Washing
ton. Govt. print. off .• 1916]. 10 p. (64th Cong .• 1st sess. House. 
Rept. 922) Serial 6)05 

-- -- --- Select committee concerning whisky frauds. 
Whisky frauds. Testimony before the Select committee con
cerning the whisky frauds • • . Hearings Mar. 22 to Aug. 12. 
1876· [Washington. Govt. print. off .• 1876] 555 p. (44th 
Cong .• 1st sess. House. Misc. doc. 186) Serial 1706 

-- -- Senate. Committee on finance; Internal-revenue 
hearings ... on the proposed revenue act of 1921. Washing
ton, Govt. print. off .• 192I. 789 p. 

-- -- -- -- Revenue for increased army and navy 
appropriations. Hearings and briefs before the subcommittees 
nf the Committee on finance. United States Senate. Sixty-fourth 
Congress. second session. on H. R. 20573. an act to provide 
increased revenue to defray the expenses of the increased appro
priations for the army and navy and the extensions of fortifica
tions. and for other purposes [Feb. 6-9. 1917] •.. Hearings 
before the subcommittees OD IrUlnitions. insurance. excess-profits 
tax and oleomargarine tax. Washington. Govt. print. off .• '9'7· 
203 p. 
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