1T.C. 865 (1943)

The Commissioner is not precluded from determining a deficiency in unjust
enrichment tax, even after settling income and excess profits tax liabilities for the
same year, because the unjust enrichment tax is imposed under a different title of
the Internal Revenue Code.

Summary

Rowan Cotton Mills Co. had its 1935 income and excess profits tax liabilities settled
by a Board of Tax Appeals decision in 1938. Later, in 1941, the Commissioner issued
a deficiency notice for unjust enrichment tax for the same year. The Tax Court
addressed whether the prior settlement precluded the Commissioner from
determining a deficiency in unjust enrichment tax. The court held that the
Commissioner was not precluded because the unjust enrichment tax was imposed
under a different title of the Internal Revenue Code, and the prior settlement only
covered taxes under Title I. This case clarifies that settlements under one tax title do
not necessarily bar subsequent deficiency determinations under other tax titles for
the same year.

Facts

Rowan Cotton Mills Co. filed its 1935 income and excess profits tax return, reporting
a net income. The Commissioner issued a deficiency notice, adjusting the net income
by adding back processing taxes. The company appealed to the Board of Tax
Appeals. An agreement was reached to stipulate the adjusted taxable income. The
agreement stated that “all other issues are waived and no new issues are to be
raised.” The Board entered a decision reflecting the stipulated deficiencies. Later,
the Commissioner determined a deficiency in unjust enrichment tax for 1935, a tax
the company had initially reported as zero. The deficiency notice was mailed to
Rowan Cotton Mills, leading to the current dispute.

Procedural History

The Commissioner issued a deficiency notice for income and excess profits taxes,
which was appealed to the Board of Tax Appeals (Docket No. 91529). The Board
entered a decision settling those tax liabilities. Subsequently, the Commissioner
issued a deficiency notice for unjust enrichment tax. Rowan Cotton Mills then
petitioned the Tax Court, arguing the prior settlement precluded the Commissioner
from determining further deficiencies for 1935. The Tax Court initially limited the
hearing to this jurisdictional question. Later, the case was restored to the general
calendar for all issues. Rowan Cotton Mills elected to stand solely on its plea that
the Commissioner lacked authority to determine the unjust enrichment tax
deficiency.

Issue(s)
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Whether the Commissioner is precluded from determining a deficiency in unjust
enrichment tax for 1935, after the income and excess profits tax liabilities for the
same year have been settled by a decision of the Board of Tax Appeals.

Holding

No, because the tax on unjust enrichment is imposed by a different title (Title III) of
the Revenue Act of 1936 than the income tax (Title I) and excess profits tax (Title V
of the Revenue Act of 1934). The restrictions on further deficiency letters in section
272 (f) apply to deficiencies “in respect of the tax imposed by this title,” meaning
Title I.

Court’s Reasoning

The court reasoned that section 272 (f) only restricts the Commissioner from
determining additional deficiencies “in respect of the tax imposed by this title,”
which refers to Title I of the Revenue Act. The unjust enrichment tax is imposed by
Title III of the Revenue Act of 1936. The court noted that even though the unjust
enrichment tax is a form of income tax, it is separate from the taxes imposed by Title
I and Title V. The court emphasized that the return for unjust enrichment tax wasn’t
required to be filed until months after the income and excess profits tax returns. The
court also pointed out that the tax on unjust enrichment is not imposed upon the
same net income as the income tax or the excess profits tax. The court stated, “All
other issues are waived and no new issues are to be raised” in the
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