Green Spring Dairy, Inc. v. Commissioner, 7 T.C. 217 (1946)

A taxpayer’s claim for a tax refund must contain sufficient factual information to
allow the Commissioner to intelligently consider the merits of the claim; otherwise,
the taxpayer will be barred from introducing new evidence in subsequent litigation.

Summary

Green Spring Dairy filed claims for excess profits tax refunds, stating grounds for
relief under Section 722 of the Internal Revenue Code but providing no supporting
factual statements, promising to furnish them later. After waiting, the IRS requested
this information with a deadline. Green Spring requested and received an extension,
but still provided no information. The IRS disallowed the claims. Green Spring
argued a revenue agent’s statement justified their delay, but the Tax Court held
Green Spring failed to provide sufficient information for the IRS to consider the
claims, barring them from introducing new evidence later. This case underscores
the importance of providing comprehensive information in initial tax refund claims.

Facts

Green Spring Dairy, Inc. filed applications for relief from excess profits taxes for
1941 and 1942 on September 15, 1943.

While the applications cited grounds for relief under Section 722 of the Internal
Revenue Code, they lacked specific factual support.

The applications stated that supporting factual information would be assembled and
filed later.

On February 29, 1944, the IRS requested the essential information, setting a 30-day
deadline.

Green Spring requested and received a 60-day extension, but no further information
was supplied.

On May 23, 1944, the IRS disallowed the claims due to insufficient information.

Procedural History

The Commissioner disallowed Green Spring’s applications for relief.

Green Spring petitioned the Tax Court, assigning error to the Commissioner’s
disallowance.

The Commissioner moved to dismiss the proceeding, arguing the applications lacked
sufficient facts.

The Tax Court heard arguments on the motion and considered briefs filed by both
parties.

Issue(s)

Whether Green Spring Dairy’s applications for relief contained sufficient factual
information to allow the Commissioner to intelligently consider the merits of the
claims?
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Whether the Tax Court should consider supplemental data submitted after the
Commissioner’s disallowance of the claims?

Whether the statement of a revenue agent estops the Commissioner from
repudiating that statement regarding an extension of time to file supplemental data?

Holding

No, because the applications did not furnish the Commissioner with sufficient
information upon which he could intelligently consider the merits of the claims
advanced.

No, because claims cannot be amended after disallowance, and the Tax Court’s
review is limited to the information presented to the Commissioner.

No, because the Government cannot be estopped by statements of its agents which
are beyond the scope of their authority.

Court’s Reasoning

The court emphasized that taxpayers can only benefit under Section 722 by filing
applications according to the Commissioner’s regulations. These regulations require
detailed grounds for relief and facts to apprise the Commissioner of the exact basis.
The court cited prior regulations requiring detailed claims and emphasized that
merely paraphrasing the statute was insufficient. The court found Green Spring’s
applications lacking in factual substance, failing to comply with both the statute and
regulations. The court also reasoned that allowing supplemental data after
disallowance would undermine the administrative process, which seeks to settle
claims without litigation.

“The scheme of the statute is that applications for relief under section 722 are to be
presented in full to the Commissioner, who handles them administratively and
passes upon them in the first instance in an effort to settle them without suit.”

The court explicitly declined to consider supplemental data submitted after the
Commissioner’s decision. Further, the court rejected the estoppel argument, stating
that the government cannot be bound by unauthorized statements of its agents.
Claims cannot be amended after disallowance.

Practical Implications

This case highlights the critical importance of providing comprehensive factual
support in initial tax refund claims. Taxpayers cannot submit skeletal claims and
expect to supplement them later during litigation. It reinforces the principle that
litigation serves as a review of the Commissioner’s decision, not an opportunity to
present entirely new information. This case demonstrates that taxpayers bear the
responsibility to thoroughly present their case to the IRS initially. Furthermore,
taxpayers cannot rely on informal communications with lower-level IRS employees
to extend deadlines or waive requirements; official extensions must come from
authorized personnel. Later cases have cited *Green Spring Dairy* for the
proposition that claims for refund cannot be amended after disallowance and to
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show the importance of exhausting administrative remedies before seeking judicial
review.
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