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SIMPLIFIED INCOME TAX RETURN

TUESDAY, MAY 0, 1844

UNITED STATES SENATB,
CommirTEE ON FINANCE,
Washington, D. C.

L EXECUTIVE SESSION

The committee met, at 10:30 &, m., pursuant to call, in the Finance
Committee Room, Senate Office Building, Senator Walter F. George
(chairman) presiding.

Present: Senators George (chairman), Walsh, Barkley, Connally,
Byrd, Gerriy Radcliffe, La Follette, Vandenberg, Davis, Danaher,
Butler, Mil if(in, and Brewster. ,

Also present: Colin F. Stam, Chief of Staff, and Ralph E. Burgess,
actuary, Joint Committee on Internal Revenue Taxation; Stanley,S.
Surroy, tax legislative counsel; Roy Blough, Director of Tax Research
and Xi F. O’Donnell, Assistant Director, Division of Research and
Statistics, Department of the Treasury.

‘(RerorTER’'S NoTB.—Due to lateness in notification as to having these pro-
ceedings stenographically reported, the committee was in session with proceedlugs
under way upon the arrival of the reporter.)

" (H. R. 4646 is as follows:)

_[H. R. 4646, 78th Cong., 2d sess.}
AN ACT To provide for simplification of the individual income tax

Be it enacled by the Senate and House of Representatives of the United Slales of
America in Congress assembled, That (a) Swort TrrLE.—This Act may be eited
as the “Individual Incomé¢ Tax Act of 1944”, N ]

(b) Acr AMENDATORY OF INTERNAL REVENUE CobE,—Except asotherwise
expressly provided, wherever in this Aot an amendment is expressed in terms of
an amendment to » chapter, subchapter, title, supplement, section, subsection
subdivision, paragraph, subparagraph, or clause, the reference shall_be considered
to be made to a provision of the Internal Revenue Code. Wl .

(¢) Meanine oF TErMs Usep.—Except ag otherwise expressly provided, terms
used i(l_)l ?ihis Aot shall have the same meaning ag when used in the Internal Rev-
enue Code,

Part I—Amendments to Chapter 1 of the Internal Revenue Code

SEC. 2. TAXABLE YEARS TO WHICH APPLICABLE.

"Except as_otherwise expressly provided, the amendments made by this part
gggg‘be applicable with respect to taxable years beginning after December 31,

1
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SEC. 3. NORMAL TAX ON INDIVIDUALS.

¢ nSectlon 11 (relating to the normal tax on individuals) is amended to read as
ollows:

“SEC. 11. NORMAL TAX ON INDIVIDUALS.

“There shall he levied, colleeted, and paid for each taxable year upon the
net income of every indivudual a normal tax of 3 per centum of the amount
of the net income in excess of the credits against net income provided in section
25 (a). For alternative tax which may be elected if adjusted gross income is
less than $5,000, sce Supplement T." .

SEC. 4. SURTAX ON INDIVIDUALS,

(a) InposiTION OF TaAX.—Section 12 (b) (relating to the surtax on individuals)
is amended to read as follows:

“(b) RaTes oF SurTax.—There shall be levied, collected, and paid for each
taxable year upon the surtax net income of every individual the surtax shown in
the following table:

“If the purtax net income is:

Not over $2,000.._ .. _.____._.
Over $2,000 but not over $4,000. ..

Over $4,000 but not over $6,000._.
Over $6,000 but not over $8,000.....
Over $8,000 but not over $10,000._.
Over $10,000 but not over $12,000.
Over $12,000 but not over $14,000.
Over $14,000 but not over $16,000.
Over $16,000 but not over $18,000.
Over $18,000 but not over $20,000,
Over $20,000 but not over $22,000.
qur $22,000 but not over $26,000.
Over $26,000 but not over $32,000.
Over $32,000 but not over $38,000.
Over $38,000 but not over $44,000-
Over $44,000 but not over $50,000.
Over $50,000 but not over $60,000_
Over $60,000 but not over $70,000.
Over $70,000 but not ;)ver $80,000..
Over $80,000 but not over $90,000.
Over $90,000 but not over $100,060-
Ovér  $100,000
0velr50’g?%0,000 but not over
Ow?éiog’z%%?boo ..................

but not over

The surtsx shall be:

209% of the surtax net income.
$400, plus 229% of excess over

$840’, pius 269, of oxéess Qvyer

31,%60, i)lus 380% of excess over

31,960, i)lus 349%, of excess over
$8,000.

$2,640, Blus 389, of excess over
$10,000.

53,406, Oglus 43% of excess over

$4$21026° lus 47% of
, plus of execess over
$14,000. ?

$5,$2106, plus 50% of excess over

$6,200 pius 539% of excess over
$18,000. ?

$7,2606081\18 569, of oxcess over

$8,386, pius 599 of excess oyer
$22,000.

$1g,2'(640, plus 62% of excess over .

$lg§%60, f)lus 65% of excess over

318,33860b plus 899 of excess over

$22,660, f)lua 72% of exgess over
$44,000.

$26,820, plus 75% of excess over
$50,000.

$34,3é(), plus 78% of excess over
$60,000.

$42,1é0, plus' 819, of excess over
$70,000.

$,50,2é0, plus 84%, of excess over

- $80,000.

$58,6§0, plus 879% of excess over
$90,000.

$67,3é0, plus 89% of excess over

$111.8§0. ;;lus 909% of excess over

"$150,82’0, ;;lus 019, of excess over
$200,000.”




(b) LimiTATION ON AdGREGATE Tax.—Section 12 is amended by striking out
subsection (g) and inserting in lieu therdof the following: :
@) LimtAttoN o8 TA%.~The tax imposed by- this section and section 11
. computed without regard to the credits provided in sections 31, 32, and 35, sha_li
in no event exceed in the aggrégate 90 per centumh of the net fncome of the
tdea ér for the taxable year : : )
‘ (h{ ALTERNATIVE TAX.—For alternative tax which niay be elected if adjusted
' gross Iricome 18 less than $5,000, sée Supplement T.” | :

SEC. 5. ALTERNATIVE TAX ON INDIVIDUALS WITH ADJUSTED GROSS
INCOME OF LESS THAN $5,000,
(a) In GENERAL—Supplement T of Chapter 1 (relating to ‘the alternative tax

on individuals with gross income from cortain sources of less than $3,000) is
amernded to read as follows:

:SIMPLIFIED INCOME-TAX RETURN - '8

»

“Suppléement T--Individuals with Adjusted Gross Income of Less
than $5,000

“SEC. 400. IMPOSITION OF TAX.

““In lieu of the taxes imposad by scctions 11 and 12, there shall be levied, ¢ol-
lectéd, and paid for each taxable year upon the net income of each individual
whose adjusted gross income for such year is less than $5,000, and who has
¢lected to pay the tax imposed by this supplemient for sudh year, the t&x shown
in tlé followitig table:
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If the ad- And th ber of If the ad-
Justed gross | And the number of SUE- 1| justed gross And the number of suxtax exemptions la—
* “fncome ls— tax exemptions ls— “lneomelh—- P
12 ]a|e|dn 1]zfa|afls]e|7]|s|in
But mote But mare
At | less At lens
least| 100 least | 4hon
The tax shall be The tax shall be
| .
$0 s0| $0{ 0|0/ 80 {82300 182,325 |$364 [$264 $104 | $64 | $47 | $47 | $47 | $47 | 847
550 575 1 0 o) o] o0ll2325] 2350|360 260 | 160 60| 48| 48| 481 48 48
576 000 7 1 11 1] 1] 2350 2375 | 374 | 274 | 174 74| 40| 40| 49| 49 49
&0 6251 12 2 2| 2| 21| 2.376 | 2,400 | 379 | 279 | 179 70| 40| 49| 49| 40 49
625 650 | 17 2 2| a2l 21} 2400 2,425 | 384 | 284 | 184 84| 50| 50| 80| &1 50
650 078 | 22 3 3| 3| 3§l 2425 2 450 | 300 | 200 | 100 00| 51| 61| 61| &1 81
675 700 | 27 4 41 4] 4112450 ] 2,475 | 3056 | 205 | 195 051 61| 61| 61| 50 51
700 728 | 32 4 41 4 41| 2475 | 2,500 | 400 | 300 | 200 100]| 62| 62§ 62| 63| 52
725 7 38 5 51 8| 51l 2600 | 2.525 | 405 | 305 | 205 | 106 531 53| 83| &3 53
760 75| 43 [} 6! 6] 6] 2525} 2,850 | 410 | 310 | 210 10| 54| 54| 54 B4 54
715 800 | 48 [ 6| 6| 62550 2.675 | 415 | 315 | 215 16| 54| 64| 84 ] B4 54
800 825 | 63 7 71 71 711 2,675 | 2,600 | 421 321 | 221 121 65! 66| 65| &6 1]
826 850 | &8 8 8| 8| 8|l 2600]| 2625|420} 326 | 226 1 56| 66| 66 66| 66
sto| 85| 64| 8| 8| 8| 8] 2625|2050 431 | 331 231 | 131 56| 56| 66| 66
875 69 9 0| 0} 90|} 2650|2075 336 | 230 57| &7 | 87} &7 57
900 025 | 74| 10| 10]10]10{| 2,675 | 2,700 441 | 341 | 241 | 141 681 88| 8% 58
925 9501 70| 10} 10} 10|10 [} 2,700 | 2, 795 | 446 | 346 | 246 | 146 | 68| 88| 68| 68 58
050 05| 84| 1| 1111111 272512 750 | 452 o |os2|162| 69| 69 50 89 59 '
975 | 1,000} 89| 12| 12}12 12 |} 2,760 | 2,776 | 457 | 357 | 267 187 60| 60| 60 60
1,00011,026] 951 12| 12112 12 2,775 | 2, 462 1362 | 26211 62| 60| 60) 60 60
1,025 | 1,050 1100 13} 1313 13 | 2,800 | 2,825 | 4 367 267|167 67] 01| 61 ] 61 61
1,050 | 1,075 | 106 14| 141414 ]} 2,828 | 2,850 a3 lan2|2{172| 72| 621 62 62 062
1,075 | 1,100 | 110 | 14| 14|14 14 |1 2,850 | 2,875 | 479 | 3 78 (1781 78| 62| 62| 62 63
1100|125 116} 16| 15116 16 || 2,875 | 2,900 | 4 283 | 183 63] 63| 63 03
1,125 | 1,150 | 120 | 20| 18} 16 16 || 2,000 | 2,025 | 400 | 388 | 288 188 | 88 64| 64 64
1,100 | 1,175 { 126} 26| 18 16 | 16 || 2,925 | 2,950 | 406 | 303 231103 03| 64| 64| o4 64
1,176 | 1,200 { 131 § 31 171717 || 2,950 | 2,976 | 602 308128 }108| 98| 65| 65} 65 85
4,200 | 1,225 | 136 18118 | 18 j| 2,875 | 3,000 4 303|203|103| 66| 66| 66 66
1,226 | 1,250 | 141 | 41 18l18]181]} 3, 3,050 | 816 | 411 } 311 1 211 1| 67y 67| 67 67
1,256 | 1,276 | 146 | 46| 10|10 19 {] 3,050 | 3,100 3221222 {122] 68 68| 68 68
1,276 | 1,300 { 162 | 62 20 | 20 |l 3,100 | 3,160 432 | 332 | 232 | 132 601 69 69
1,300 | 1,325 [ 167 | 671 20 20 | 20 || 3,150 | 3,200 | 540 | 442 2242|142 T il n n
1,325 | 1,380 1 162} 62 | 21 21 | 21 || 3,200 | 3.250 | 861 | 463 | 353 153 721 721 72 72
1,350 | 1,376 | 167 | 67 20192212211 3,250 ¢ 3,300 | 672 4 363 163 73| 7 73 73
1,375 | 1,400 [ 172 | 72| 22 22 122 || 3,3C0 | 3,350 473 (373 | 213|178 | 6| 7B 75
1,400 | 1,425 1 177 | 77| 8123 23 ,350 | 3,400 | 594 334 | 284 | 184 761 76 76
1,425 1 1,450 | 183 24 | 24 | 24 |} 3,400 | 3,450 400|304 | 204104 | B4 77| 77 77
1,480 [ 1,475 | 188 | 88| 24|24 24 || 3,450 | 3,500 | 617 | 607 | 404 | 304 204 91 7 79
1,475 | 1,500 | 193 | 93 25| 251251|13, 3,650 | 628 | 518 | 418 315|215 | 115 801 80 80
1,500 | 1,525 | 198 26126126 {3, 3,600 | 639 | 620 | 425 | 325 | 225 1251 821 82 82
1,625 | 1,560 103] 27127127 3600} 3650 ] 651 | 641 436 235 | 136 83 83
1,650 | 1,676 o7 127} 27 ] 3,650 | 3,70C | 662 | 652 446 | 346 | 246 | 146 | 84} 84 84
1,675 | 1,600 | 214 | 114 | 28 | 28 28 |1 3,700 | 3,760 | 673 456 | 356 | 286 | 1 86| 88 86
1,600 | 1,626 | 219 110 | 20| 2929 |f 3,760 | 3,800 | 684 574 | 466 | 366 | 266 | 166 | 87 | &7 87
1,625 1,650 | 224 | 124 | 29 20 | 20 || 3,800 | 3,850 | 606 | 636 | 477 3T\ 7T {17} 88
1,650 | 1,675 120 | 30|30 30}] 3,850 [ 3,900 | 707 607 | 487 | 387 | 287 | g0} 90 90
1,075 | 1,700 | 234 | 1341 34 31 | 311l 3,900 | 3,050 | 718 | GOR | 468 307 | 207|107 ] 97| 91 1]
1,700 | 1,725 | 230 | 139 | 39 a1 | 31 || 3,050 | 4,000 | 729 | 619 .500 | 408 | 308 | 208 | 108
1,725 | 1,760 | 246 146 ] 45321 32 || 4,000 | 4,050 741 | 631 | 621 | 418 | 318 | 218 118 | 04 94
1,760 | 1,775 | 250 | 150 50133331 4,050 ] 4,100 | 752 | 642 2 | 420 [ 320220 |1 95 95
1,776 | 1,800 | 265 { 165 | 55 33 | a3 || 4,100 | 4,150 | 763 | 6563 | 543 430 | 330 | 239 | 139
1,800 | 1,825 | 200 { 160 | €O | 34 34 || 4,160 | 4,200 | 774 440 1 349 { 240 [ 149 | 98 08
1,825 | 1,850 | 265 | 1 65| 35|36 .200 | 4,250 | 786 | 670 480 | 360 | 260 | 160 99
,850 | 1,875 | 271 | 171 71 | 35| 36 || 4,260 | 4,300 | 797 577 1470 | 370 | 270 | 170 | 100 | 100
1,875 | 1,000 | 276 | 176 | 76 36 | 36 || 4,300 | 4.3¢0 | 803 | 698 583 380 | 280 | 180 | 102 | 102
1,000 | 1,925 | 281 | 181 81 | 37 | 37 {1 4,350 | 4,400 | 819 00 | 500 | 401 | 301 | 201 | 101 103 | 103
1,025 | 1,950 bt 86 | 37 | 37 |i 4,400 | 4,450 | 931 | 721 o11 | 501 | 401 | 301 | 201 | 104 | 104
1,950 | 1,075 | 201 | 181 91 38 |' 4,450 | 4,500 | 842 | 732 623 | 512 | 411 | 811 | 211 | 111 100
1,075 | 2,000 | 206 | 196 | 06 30 { 30 |; 4,500 | 4,550 | 863 422 1322 222 1122 107
2,000 | 2,025 { 302 | 202 | 102 | 39 30 |i 4,550 | 4,600 644 432|332 | 232 | 132 | 100
2,025 | 2,050 | 307 | 207 | 107 40 | 40 || 4,600 | 4,650 | 870 | 760 546 | 442 | 342 | 242 142 | 110
2,050 | 2,076 | 312 | 212 | 112 | 41 | 41 4,650 | 4,700 | 887 | 777 | 667 657 | 453 | 363 | 253 | 163 | 111
2,075 | 2,100 | 317 | 217 117 | 41| 41} 4,700 | 4,750 | 898 078 463 3063 12063 | 1 13
2,100 | 2,125 | 322 | 222 | 122 | 42 42 || 4,750 | 4,800 7 630 | 579 | 473 | 373 | 273 | 173 114
2,125 | 2,150 | 327 1 43 | 43 |} 4,800 | 4,860 | 021 | 811 701 | 501 | 484 | 384 | 284 | 1 118
,160 | 2,176 | 333 133 | 43 | 43 | 4, 4,000 | 932 | 8 712 494 | 304 1041 117
2,175 | 2,200 | 338 | 238 | 1 44 4, 4,050 3 723 | 618 | 604 | 404 | 304 18
2,200 | 2,225 | 343 | 243 | 143 | 456 45 || 4,050 | 5,000 | 954 | 844 624 | 516 | 415 | 315 | 215 | 119
2,295 | 2,250 | 348 | 248 | 148 | 48 45
2,250 | 2,275 | 353 | 263 | 153 53 | 40
2:275 | 2,300 | 359 | 260 | 159 | 69 47
Normal tax oxemption in case of husband and wife: It éhe return Includes gross income of both husband
and wife, the tax shall be that determined under the tablé, reduced by 3 per contum of the smaller adjus
gross income, but not by more than $15.00.




-
SIMPLIFIED INCOME-TAX RETURN 5

“SEC. 401. DEFINITION OF ‘SURTAX EXEMPTION’,

“As used in the table in section 400, the term ‘number of surtax exemptions’
means the number of the exemptions allowed under seotion 25 (b) us oredits
against net income for the purpose of the surtax imposed by section 12,

“SEC. 402. MANNER AND EFFECT OF ELECTION.

““The election referred to in section 400 shall be exeroised in the manner pro-
vided in regulations preseribed by the Commissioner with the approval of the
Secretary. For cases in which election to take the standard deduction also con-
stitutes an election to pay the tax imposed by this supplement, see section 23
(aa) (3) (D). For cases in which election to file a return without showing tax
thereon constitutes an election to pay the tax imposed by this supplement, see
seotion 51 (f).

“SEC. 403. CREDITS NOT ALLOWED,

“For credits against tax and against net income not allowed, in the case of a
taxpaior who elects to pay the tax imposed by this supplement, because of the
fact that such election constitutes an election to take the standard deduction,
see section 23 (aa). : :
“SEC. 404, CERTAIN TAXPAYERS INELIGIBLE.

“This supplement shall not apply to a nonresident alien individual, to a citizen
of the United States entitled to the benefits of section 251, to an estate or trust,
or to an individual making a return for a period of less than twelve months on

" account of a change in the accounting period. For provisions making both hus-
band and wife ineligible to elect to pay the tax imposed by this supplement if
either does not elect to take the standard deduction, see section 23 (aag) “4).”

(b) TecHNIcAL AMENDMENT.—Seotion 4 (relating to special classes of tax~
?ﬁ{eﬁ) is amended by striking out subsestion (1) and inserting in lieu thereof the
ollowing:

“('!)Tlf,ldividuals with-adjusted gross income of legs than $5,000, —— Supple-
ment T.

SEC. 6. REPEAL OF VICTORY TAX.

(a)llsr GeNERAL—Subohapter D of Chapter 1 (relating to the victory tax) is
repealed.

(b) TECHNICAL AMENDMENTS.—

(1) Seotion 3 (relating to classification of provisions) is amended by
striking out the following:

“Subchapter D—Victory tax on individuals, divided into parts and sections.”

(2)_Section 56 (f) (cross reference) is amended by striking out “, 144, and
Part IT of Subchapter D” and inserting in lieu thereof “and 144",

(8) Seotion 103 (relating to rates of tax on citizens and corporations of
certain foreign countries) is amended by striking out *‘and 450’’ wherever
appearing therein and inserting in lieu thereof “and 400".

4) Secction 131 (a) (relating to taxes of foreign countries and of possessions
of the United States) is amended by striking out “‘or section 450",

(6) Section 131 S) (relatinf to tax withheld at source) is amended by
striking out 406 (e¢)” and by inserting in lieu thereof “35".

(6) Secotion 145 (e) (cross reference) is amended to read as follows:

“(e) For penalties for failure to file information returns with respect to foreign
personal holding companies and foreign corporations, see section 340.”

§7§ Section 291 ébg (oross reference) is repealed.
8) Secction 294 (d (2? (relating to substantial undérestimato of estimated

tax) is amended by striking out *, 35, and 466 (e)’’ and inserting in lieu there-
of ‘‘and 35"

$9) Seotion 322 (a) (2) (relating to excessive withholding) is amended by

striking out ‘“‘Part II of Subchapter D or” and by striking out “or 466 (e)”’.

(10) Scotion 322 (e) (relauting to presumption as to date of payment) is

Zgaox(ld)g;i by striking out ‘“under Part 11 of Subchapter D or” and ‘‘or section
e)’’,
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SEC. 7. SERVICES OF CHILDREN.

Scotion 22 (relating to gross income) is amended by inserting at the end thereof
. th9 following:
# “(in) SeRVICES oF CHILD—

“(1) Amounts received in respect of the services of a child shall be in-
cluded in his gross income and not in the gross income of the parent, even
though such amounts are not received by the child, -

“(2) All expenditures by the parent or the child attributable to amounts
which are includible in the gross income of the child and not of the parent
solely by reason of paragraph (1) shall be deemed to have been paid or in-
curred by the child,

- 4(8) Tor the purposes of this subsection, the term ‘parent’ includes an
individual who is entitled to the services of a child by reason of having par-
ental rights and duties in respect.of the child, .

““(4) In the case of income includible in the gross income of the child and
not of the parent solely by reason of paragras)ll (1), the parent shall be con-
sidered as acting in a fiduciary capacity for the A)ur oses of the tax imposed
by this chapter attributable to such income; and all provisions of law appli-
eable in respect of a fiduciary shall be applicable to such parent.”

SEC. 8. ADJUSTED GROSS INCOME. .

. (n) IN GBNERAL—Seotion 22 (relating to gross income) is amended by ingerting
at the end thereof the following:

- #(n) DeFINITION OF ‘ApJusTED GRross INcomp’.—As used in thig chapter the
term ‘adjusted gross income’ means the gross income minus—

“(1) TraDE aAND BUSINESS DEDUCTIONS.—The deductions allowed by sec-
tion 23 which are attributable (o a trade or business carried on by the tax-
hayer, if such trade or business does not consist of the performance of services

y the taxpayer as an employes;

(2) EXPENSES OF TRAVEL AND LODGING IN CONNECTION WITH EMPLOY~
MENT.—The deductions allowed by section 23 which consist of expenses of
travel, meals, and lodging while away from home, pald or incurred by the
taxpayer in conncetion with the performance by him of services as an
employee;

“(3) REIMBURSED EXPENSES IN CONNECTION WiTH BMPLOYMENT.—The
deductions allowed by section 23 (other than expenses of travel, meals, and
lodging while axwvay from home) which consist ¢ f expénses paid or ingurred by
the taxpayer, in connection with the performance by him of services as an
employce, under a reitnbursement or other expense allowance arrangement
with his employer;

“ DEDUCTIONS ATTRIBUTABLE TO RENTS AND ROYALTIES,—The deduc-
tions (other than those provided in pn.mgm&yh (1), (5), or (6)) allowed by
section ?{i) which are attributable to property held for the produection of ronts
or royalties; :

“(5) CERTAIN DEDUCTIONS OF LIFE TENANTS AND INCOME BENBFICIARIES
oF pRoPERTY.—The deductions (other than those provided in émm raph (1))
for depreciation and depletion, allowed by section 23 (1) and (i) to a life
tenant of property or to a2n income beneficiary of property held in trust; and

“(6) LoSSES FROM SBALES OR EXCHANGE oF propeERTY.—The deductions
(other than those provided in paragraph (1)) allowed by scction 23 ag losses
from the sale or exchange of property.”’

(b) CuariTaBre Conrripurions.—Section 23 (o) (relating to the so-called
‘““charitable deduction’) is amended by striking out ‘“net income as computed
without the benefit of this subsection or of subsection (x)” and inserting in licu
thereof “adjusted gross income’’,

- (6) Mepicar Exeenss Drpucrion.—Sedtion 23 (x) (relating to the so-called
“medical expense deduction’’) is amended to read as follows:

“(x) Mgpicar, Denrtan, Erc., Bxpenses.—Expenses paid during the taxable
year, not compensated for by insurance or otherwise, for medical care. of the tax-
payer, his spouse, or a dependent specified in section 26 (b), (3), to the extent that
such expenses exceed 5 per centum of the adeusted gross income, If only one
surtax exemption is allowed under seetion 25 (b) for the taxable year, the maxi-
mum deduction for the taxable year shall be not in excess of $1,260. If more than
one surtax exemption is so allowed, the maximum deduction shall be not in excess
of $2,600. The term ‘medical care’, as used in this subscction, shall inelude
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amounts pald for the diagnosis, duré, mitigation, treatment, or prevention of
discase, or for the purpose of affecting any structure, or function of the body
(including amounts paid for aceident or health jnsurance).” .

SEé. 9. OPTIONAL STANDARD DEDUCTION.

(a) In GENERAL—Seotion 23 is amended by adding at the end thereof & new
subsection to read as follows: ' )
“(an) OPTIONAL STANDARD DEDUCTION FOR INDIVIDUALS,—
31) ArrLowaNce.—In the case of-an individual, at his election a standard
deduction as follows: .

“(A) Adjusted Gross Income $§,000 or More.—If his adjusted gross
income is $5,000 or more, the standard deduction shall be $500.

“(B) Adjusted Gross Income I.css Than $5,000,—If his adjusted
gross jncome is less than $5,000, the standard deduction shall be an
amount equal to 10 per centum of the adjusted gross income upon the
basis of which the tax apglicable to the adjusted Agross income of the
taxpayer is determined under the tax table provided in seotion 400. -,

“(2) IN LIEU OF CERTAIN DEDUCTIONS AND cREDITS.—The standard deduo~
tion shall be in lieu of: (A) all deductions other than those which under
seotion 22 (n) are to be subtracted from gross income in computing adjusted
gross income, (B) all credits with respeot to taxes of foreign countries and
rossessions of the United States, (C) all credits with respect to taxes with-
ield at the source under section 143 (a) (relating to interest on tax-free
covenant bonds), and (1)) all credits against net income with respect to
mterest on certain obligations of the United States and Government corpora~
tions of the oharacter specified in section 25 (a) (1) and (2). )

“(3) METHOD AND BFFECT OF ELECTION.~—

“(A) If the djgsted gross income shown on the return is $5,000 or
more, the standard deduction shall be allowed only if the taxpayer so
cleots in his return, and the Commissioner, with the approval of the
Becrctary, shall by regulations preseribe the manner of signifying such
election in the return, o

‘“(B) If the adjusted gross income shown on the return is less than
$5,000, the standard deduction shall ba allowed only if the taxpayor
clects, in the manner provided in SBupplement T, to pay the tax imposed
by such supplement,

“(0) 1f the taxpe%er daes not signify, in the manner provided by sub-
paragraph (A) or (B), his clection to take the standard deduction, it
shall not be allowed. If he does so signify, such clection shall be
irrevocablo.

“(D) If the adjusted gross income shown on the return is $5,000 or
more, but the correct adjusted gross income is less than 35,006, then
an clection by the taxpayer under subparagraph (A) to take the stand-

- ard deduction shall be considered as his clection to pay the tax imxosed
by Supplement T; and his failure o make undgr subpara, ra])h (A) an
election to take the standard deduotian shall be considered his election
not to pay the tax imposed bf( Sugplement T. If the adjusted gross
income shown on the return is less than $5,000, but the corract adjusted
gross income is $5,000 or more, then an clection by the taxpayer under
subparagraph (B) to pay the tax imposed by Supplement T shall be con-
sidered as his election to take the standard deduction; and his failure to
elect under subpnraimph (B) to pay the tax imposed by Supplement T
shall be considered his election not to take the standard deduction,

‘(4) HusBanp AND wIFE.—In the case of husband and wife living together,
the standard deduction shall not be allowed to ecither if the net income o
one of the spouses js determined without regard to the standard deduction,
For the purposes of this paraFraph the determination of whether an individual
is married and living with his spouse shall be made as of the last daf' of the
taxable year, unless his spouse dies during the taxable year, in which case
such determination shall be made as of the date of such spouse’s death.

“(6) Snort PERIOD.—In the case of a taxable year of less than twelve
months on sccount of a ohan;ze in the accounting period, the standard
deduction shall not be allowed.” )

00105—44——2
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(b) Estates, Trusrs, AND CommoN Trust Funps.— .

(1) EsTaTEs AND TRUSTS—Section 162 (relating to net income of estates
and trusts) is amended by inserting at the end thereof the following:

“(f) The standard deduction provided in section 23 (aa) shall not be allowed.”

(2) CommoN TRUST FUNDS,—Section 169 (d) (rolatin{; to income of com-
mon trust funds) is amended by inserting at the end thereof the following:

“(4) The standard deduction provided in section 23 (aa) shall not be
allowed.”

(0) ParTnERsHIrs.—Section 183 (relating to partnership income) is amended—

(1) by striking out “(b) and (c)” in subseotion (a) and inserting in lieu
thereof 'Y‘(b), (c)? and ( )’)’ ; and 8 .

(2) by inserting at the end thereof the following:

“(d) STANDARD DEpucTION.—In computing the net income of the partner-
ship, the standard deduction provided in section 23 (aa) shall not be allowed.”
&) NoNRESIDENT ALIENS.—Section 213 (relating to deductions in computin,
net income of certain nonresident aliens) is amended by inserting at the en

thereof the following:
“(d) Stanparp Depucrion,.—The standard deduction provided in section 23
(aa) shall not be allowed.”

SEC. 10. CREDITS AGAINST NET INCOME.

(a) For NormaLn Tax.—Section 26 (a) (relating to credits against net income
for the purposes of the normal tax) is amended by adding at the end thereof a
new paragraph to read as follows:

“(3) NORMAL-TAX EXEMPTION.—A normal-tax exemption of $500. In the
case of a joint return by husband and wife under section 51, the normal-tax
exemption shall be $1,000, except that if the adjusted gross income of one
spousc is less than $500, the normal-tax exemption shall be $500 plus the
adjusted gross income of such spouse,”

(b) For Surtax.—Section 25 (b) (relating to credits for both normal tax and
surtax) is amended to read as follows:

“(h) CrEpITS FOR SURTAX ONLY.—

“(1) Crebpits.—There shall be allowed for the purpose of the surtax, but
not for the normal tax, the following credits against net income:

“(A; A surtax exemption of $500 for the taxpayer;
“(B) A surtax exemption of $5600 for the spouse of the taxpayer if—
M) a {oint return is made by the taxpayer and his spouse under
section 51, in which case the surtax exemption of the spouses undor
subparagraph (A) and this subparagraph shall be only $1,000 in the
aggregate, or
““(ii) a-separate return ¥ made by the taxpayer, and his spouse
has no gross income and is not the dependent of another taxpayer;

“(C) A surtax exemption of $500 for each dependent whose gross
income is less than $500, except that if such dependent is married the
exemption in respect of such dependent shall not be allowed if such
ﬁeperg&lent has made a joint return with the other spouse under sec-

on 51.

“(2) DETERMINATION OF 8TATUS.—The determination of whether an indi-
vidual is married shall be made as of the last day of the taxable year, unless
his spouse dies during the taxable year, in which case such determination
shall be made as of the date of his spouse’s death.

“(3) DEFINITION OF DEPENDENT.—AS used in this chapter the term ‘de-
pendent’ means any of the followln%] persons over half of whose support for
the taxable year was received from the taxpayer:

“ Ag s son or daughter of the taxpayer, or a descednant of efther,

*(B)- a stepson or stepdaughter of the taxpayer,

“(C) a brother, sister, stepbrother, or stepsister of the taxpayer,

“(D) the father or mother of the taxpayer, or an ancestor of either,

“(E) a stepfather or stepmother of the taxpayer,

“éF) a son or daughter of a brother or sister of the taxpayer.
& Gg a brother or sister of the father or mother of the taxpayer,

“(fl) a son-in-law, daughter-in-law, father-in-law, mother-in-law
brother-in-law, or sister-in-law of the taxpayer.
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““As used in this paragraph, the terms ‘brother’ and ‘sister’ include a brother
or sister by the half-blood. For the purposes of determ’ng whether any of.
_ the foregoing relationships exist, a le%ally ado,Fted child of a person shall be:
considered a ohild of such person by blood, The term ‘dependent’ does not.
* inolude augr individual who is a,citizen or subject of a foreign country unless
such individual is a resident of the United States or of a country contiguous,
to the United States.” -

~ (6) RepucTioN oF CREDITS IN CARE oF JEOPARDY,—Seotion 47 Se) (re!ating to!
reduotion of certain credits against net income in oase of jeopardg) s amended by

striking out ‘‘ porsonal oxemrtlon and oredit for dependents” and inserting in lieu’
thereof “normal tax exemption and surtax exemptions’’; and by striking out *the’
full oredits provided” and insertlng in lfeu thereof “the full normal tax exemption

(Intt.hg gaso of the normal tax) and the full surtax exemptions (in the case of the

surtax)’’,

(d) Crrpirs AacainsT NeT INcomp 1y Case or INTEREsT ON TAx-Free Cove-
NANT Bonps.—8cotion 143 (a) (2) (relating to credits against net income in the case
of interest on tax-free covenant bonds? s amended hy striking out ‘‘oredits pro-
vided in section 25 (b)” and inserting in licu thereof ‘' normal tax exemption Bro—
vided in seétion 25 (8) (3) and the surtax exemﬁtlons provided in section 25 (b)".

(6) CrEbpITs OF EsTATE OR TRUST AgAINsT NET INcOME.—Section 163 (a) (1)
(ro;ahing to oredits ofestates and trusts against nét income) is amended to read
as follows:

‘(1) ,For the purpose of the normal tax an estate shall be allowed the same
normsl tax exemption as is allowed to a single gerson under seotion 26 (a) (3).
For the purpose of the surtax an estate shall be allowed the same surtax ex-
emption as is allowed to an individual under seotion 25 (b) (1) (A). A trust
shall be allowed a credit of $100 against net income for the purpose of the
normal tax and a oredit of $100 ai;ainst not income for the purpose of the
surtax. Such oredits shall be in lieu of the norinal tax exemption under
section 26 (a) (3) and the surtax exemption under section 26 (b) (1) (A).”

Sf) CrepiTs OF NONRESIDENT ALIENS AcaINsT NET INcomp.—Section 214
f(r?l ating to credits of nonresident aliens against net income) is amended to read as
ollows:

“SEC. 214. EXEMPTION FOR DEPENDENTS. )

“In the case of a nonresident alien individual who is not a resident of a contl{;-
uous country, the normal tax exemption allowed by section 25 (a) (3) shall be only
l3;500l l:3md (t!h,e’a surtax exemptions allowed by section 25 (b) (1) (B) and (C) shall not

3 allowed, :

(g) Crepirs oF NONRESIDENT ALIBN AGAINST NET INcoME IN Casp oF TaAx
WiTHHELD AT SoURcE.—Seotion 215 (b) (relating to oredits of nonresident alien
against net income in case of tax withheld at source) is amended by striking out
‘‘thé¢ personal exemption and oredit for dependents’ and inserting in lieu thereof
“the ncrmal tax exemption and the surtax exemptions”,

(h) Creprrs or Citizens ENTITLED TO BENEFITS OF SKorioN 251.—Section
251 (f) (relating to credits against net income in the case of citizons entitled to the
bengfits of section 251) is amended to read as follows: :

“(Zf) CreDpiTs AGAINST NET INCOME.—A citizen of the United States entitled ,
to the benefits of this section shall be allowed a normal tax oxemytion of only $600
ang ?gs)ﬂ!,nob be allowed the surtax exemptions allowed by section 25 (b) (1) (B)
an .

(i) DerINiTION OF HUsBAND AND Wire.—Section 3797 (a) (17) (defining hus-
band and wife for certain {mrposes) is amended by striking out ‘25 (b) (2) (A),”,
and by striking out *‘and the last sentence of section 401 (a) (2),”.

SEC. 11. RETURNS, i

(8) IN GeNErRAL.—Seotion 51 (a) and (b) (relating to individual returns) is
amended to read as follows:

“(a) ReEQUIREMENT,—Every individual having for the taxable year a gross
income of $500 or more shall make a return, which shall contain or be verified by
a written declaration that it is mmade under the %)onalties of peﬂury. Such return °
shall set forth in such cases, and to such extent, and in such detail, as the Com.
missioner with the approval of the Secretary may by regulations prescribe, the
items of gross income and the deductions and credits allowed under this chapter *
and such other information for the purpose of carrying out the provisions of this
chaptér as may be prescribed by such regulations, ° : a
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¢ #(b) HusraNp AND WirE.—A hushand and wife may make a single return
jointly. Such a return may be made even though one of the spouses-has neither
gross income nor deductions. 1f a joint return is made the tax shall be eomputed
on the aggrogate income and the liability with respect to the tax shall be joint-and
several, ‘No joint return may be made if eigher the husband or wife is a non-
resident alien or if the husband and wife have different taxable years. ‘Phe status
of individuals as husband and wife shall be determined as of the last day of the
taxable year.”

(b) RETurNs BY WaGE EArNERs.—Section 51 (relating to returns bf\n' individ-
uals) is amended by striking out subsection (f) and inserting in lieu thergof the
following: : .

“(f) Tax Comrurepd BY COLLECTOR IN CaAsE oF Waan EAnNers.—

“(1) RETURN REQUIREMENTS.—An individual entitled to elect to gag' the
tax imposed by Supplement T whose gross income is less than $5,000 and
is entirely from one or more of the following sources: Remuneration for serv-
ices performed by him as an employee, dividends, or interest; and whose gross’
income from sources other than wages, as defined in seotion 1621 (a), doeg.
not exceed $100, shall at his election be relieved, by using the form. preseribed.
as the form for the return for the Purposes of thig subsecotion, from showjng
on the return the tax imposed by this chapter, In such case the tax ghall he
computed by the collector.

“(2) RESULT OF COMPUTATION.~—After the collector has computed the tax,
he shall mail to the tax(raycr a notico stating the amount determined by the
collcetor as payable and making demand thercfor,

“(3) REcurLaTions,—The Commissioner with the approval of the 8core-
tary shall prescribe regulations for carrying out this subsection, and suc
regulations may provide for the application of the rules of this subsection to
cases where the gross income includes items other than those enumerated in
paragraph (1), to cases where the gross income from sources othor than
wages on which the tax has heen withheld at the source is more than 100
but not more than $200, and to cases where the gross income is $5,000 or
moro but not more than $5,200. Such regulations shall provide (A) for the
application of this subsection in the case of husband and wife, including
provisions determining when a joint return under this subsection may be
{)ermitted or required and what constitutes a joint return, whether the
iability shall be joint and several, and whather one spouse may make roturn
under this subscotion and the ot,fmr without regard to this subsection, and
(B) wheather and the extent to which the benefits of this subsection may ‘I)e
availed of, in the case of taxable years heginning in the calendar yoar 1944,
by persons required to make or making payments of estimated tax wijth
respect to any such taxable year,

‘“(4) MeTnop op ELEcTION.—The election to have thq henefitg of this
subseotion shall be made by making return on tho form prescribod as the
forin for the return for the purposes of this subgestion. An electio g‘o made
shall constitute an election to pay the tax imposed by Supplemene Al

(¢) Fipuciary RETURNs~—Section 142 (a) grelatlng to fiduciary roturng) is
amended by striking ont paragraphs (1) to (5), inclusive, and inserting in lieu
thereof the following: )

3'(1) Every individual having a gross income for the taxpblp year of $500
or over;

“(2) ’Every estate the gross income of which for the taxable ypar ig $600
or over; .

“(3) 'Every trust, the net income of which for the taxable year {g $100 or
over, or the gross income of which for the taxable year is $500 or over, regard-
less of the amount of net income; .
““(4')’ Every estate or trust of which any beneficlary is a nonresident
alien,

(d) InrormaTION AS TO WhHOLLY Tax Expgmer INTEREST,—Thg second gen-
tence in section 22 (b) (4) is amended to read as follows: “Ivery person ownjng
any of the obligations enumerated in clause (A), (B), or (C) shal], when go ve-

uired by regulations prescribed by the Commissioner with the approval of the

ecretary, submit in the return required by this cha?)t.er a statement showing fh
number and amount of such obligations owned by him and the income recefve

thqxng,x;om, in such forin and with such information as such regulations may pre-
seribe’.




| 4 ! y
* SIMPLIFIPD INCOME-TAX RETURN 11

‘8EG: 12, PAYMENT IF TAX NOT COMPULTED .BY TAXPAYER..

Hection 50 (refating to payment of tax) is amented by inserting at the end
i
th?re'of the following: , : i
')y PAYMENT of TAx 1F NoT CoMPUTED BY T'AXPAYER.~—-Wihere under gection

51 {0 o taxpayer who is an individual is permitted to file return without showing
the tax thereon, Fn the tax is to be computed by the colleotgr, the amount deter-
mined by the collector as paysble shall be paid within thirty deys dfter the mailing
by the bollactor to the taxpayer of a notice stating -such amount and making
dematid theréfor.”
SEC. 13. ESTIMATED TAX OF INDIVIDUALS.

(a) DECLARATIONS AND AMENDMENTS.—Sections 58, 59, and 60 (relating to
declaration and payment of estimated tax), are amended to read as follows:
- “SEC. 58. DECLARATION OF ESTIMATED TAX BY INDIVIDUALS.

“(a) REQUIREMENT OF DxcLaration—Every individual (othét than an
?Lﬁ;.e or trust and othier thaxi » nonresident allen with respect to whose wages, as

efified in soctjon 1621 (a), witliholding under Subchapter D of Chapter 9 is not
made ar licable) shall, at the titme preseribed in subscetion (d), make a declara-
tion of his estimated tax for the taxable year if—

(1) his gross income from wages (as defined in section 1621) can reasonably
be expected to exceed the sum of $5,000 plus $500 with respeet to cach surtax
exe}nptlon (except his own) provided in section 26 (b); or

“(2) his gross income from sources other than wages (as defined in seetion
1621) cdri redsonably bo expected to exceed $100 for the taxable year and his
grosd iricore to bs $500 or more.

“(b) ConTeNTs o DecrAaratioN.—In the declaration required under sub-
sectlod (a) the individual shall state—

(1) the amount which he estitnates as the amount of tax under this
chapter for the taxable ycar, without regard to any credits under sections
32 and 35 for taxes withheld at source;

“(2) the amount which he cstimates as the credits for the taxable year
under sections 32 and 35; and

“(8) the excess of the amount estimated under paragraph (1) over the
amount ¢stimated under paragraph (2), which excess for the purposes of this
chapter shall be considered the cstimated tax for the taxable year.

The declaration shall also contain such other information fot the purposes of
carrving out the provisions of this chapter as the Commissioner, with tge approval
of tho Seerctary, may by regulations preseribe, and shall contain or be verified
by a written statement that it is made under the penalties of perjury.

“(e) Joitnt DecraratioN By HusBanp AN Wirk,—In the case of a hushand
and wife, a single declaration under this section may he made by them jointly, in
which case the liability with respect to the estimated tax shull be joint and several,
No joint declaration may be made if either the husband or wife is a nonresident
allen, If a joint declaration is made but a joint return is not made for the taxable
Zear, the estimated tax for such year may be treated as the estimated tax of either

he husband or the wife, or may be divided between them.

(d) TiMb aAND PrLAace ror FiniNna.—

‘(1) IN ¢eNErRAL—The declaration required under subséction (a) shall
be filed on or before March 15 of tho taxable year, except that if the require-
ments of section 68 (a) are first met

“(A) after March 1 and before June 2 of the taxable year, the decla-
ration shall be filed on or before June 15 of the taxable yesr, or

"(B) after June 1 and before September 2 of the taxable year, the
declaration shall be filed on or before September 15 of the taxable

year, or
“(’C) after September 1 of the taxable year, the declaration shall be
filed on or before January 15 of the succeeding taxable year.

“(2) AMENDMENT OF DECLARATION.—An individual may make amend-
ments of o declaration filed during the taxable year under this subsection,
tnider régulations prescribed by the Commissioner with the approval of the
Becretary. If so made, such amendments may be filed on or before the
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fifteenth day of the last month of any quarter of the taxable year subse-
quent to that in whioh the declaration was filed and in which no previous
amendment has been filed, except that in the case of an amendment filed
after September 15 of tho taxable year, it may be filed on or before January
15 of the succeedinﬁ taxable year. Declarations and amendments thereof
shall be filed with the collector specified in seotion 53 (b) (1).

“(3) RETURN AS DECLARATION OR AMENDMENT.—If on or before January
15 of the succeeding taxable year the taxpayer files a return, for the taxable
year for which the declaration is required, and pays in full tf:e amount com-~
puted on the return as payable, then, under regulations prescribed by the
Commissioner with the approval of the Secretary—-

““(A) If the declaration is not required to be filed during the taxable
year, but is required to be filed on or before such Jaruary 15, such return
Sh?l“' for the purposes of this chapter, be considered as such declaration;
an

“(B) If the tax shown on the return (reduced by the eredits under
sections 32 and 35) is greater than the estimated tax shown in a declara-~
tion previously made, or in the last amendment thereof, such return shall,
for the purposes of this chapter, be considered as the amendment of the
declzluéation permitted by paragraph (2) to be filed on or before such Janu-
ary 15,

‘“(e) ExtEnsioN or TiMe.—The Commissioner may grant a reasonable ex-
tension of the time for filing declarations and paying the estimated tax, under
such rules and regulations as he shall prescribe with the approval of the Secretary,
Except in the case of taxpayers who are abroad, no such extension shall be for
more than six months.

“(f) Persons UnpER DisaBiLiTy.—If the taxpayer is unable to make his own
declaration, the declaration shall be made by a duly authorized agent or by the
guardian or other person charged with the care of the person or property of such
taxpaver,

“}}g) SioNaTURE PrEsumeED Correcr.—The fact that an individual’s name is
signed to a filed declaration shall be prima facie evidence for all purposes that the
dcelaration was actually signed by him, .

“(h) Pubvricity oF DECLARATION..—For the é)urposes of section 65 (relating to
putlicity of returns), a declaration of cstimated tax shall be held and considered
a rcturn under this chapter.

“SEC, 9. PAYMENT OF ESTIMATED TAX.
“(a) In GeNERAL.—-The estimated tax shall be paid as follows:

“(1) If the deelaration is filed cn or before March 15 of the taxable year,
the estimated tax shall be paid in four equal installments. The first install-
ment shall be paid at the time of the filing of the declaration, the second and
third on June 15 and September 15, respectivoly, of the taxable year, and the
fourth on January 15 of the succeedin%wtaxable year.

“(2) If the declarstion is filed after March 15 and not after June 15 of the
taxable year, and is not required by scction 58 (d) to be filed on or b:fore
March 15 of the taxable year, the estimated tax shall be paid in threc equal
installmerts. ‘The first instafiment sha.l be paid at the time of the filing of
the decleration, the second on September 15 of the taxable year, and the
third on January 15 of the succeeding taxable year.

“(3) If the declaration is filed after June 15 and not after September 15
of the taxable year, and is not required by section 58 (d) to be filed on or
before June 15 of the taxable year, the estimated tax sha.l be paid in two
equal irstedments, The first installment shall be paid at the time of the
filing of the declaration, and the second on January 15 of the succeeding
taxable year. .

(4) If the declaration is filed after September 15 of the taxable year, and
is not requirved by section 58 (d) to filed on or before September 15 of the
taxable year, the estimated tax shall be paid in full at the time of the filing
of the declaration,

‘(6) If the declaration is filed after the time prescribed in section 58 (d)
(including cases in which an extension of time for filing the declaration has
been granted under section 68 (e)), paragraphs (2), (8), and (4) of this sub-
seotion shall not apply, and there shall be paid at the time of such filing all

[instaliments of estimated tax which would have been payable on or before
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such time if the deolaration had been filed within the time preseribed in
seotion 58 (d), and the remaining installmonts shall be pald at the times at
which, and in the amounts in which, they would have been payable if the
declaration had been so filed.

“(b) AMENDMENTS OF DECLARATION,—If any amendment of a declaration is
filed, the remaining installments, if any, shall be ratably increased or decreased,
as the case may be, to refleot the inorcase or decrease, as the case may be, in the
estimated tax by reason of such amendment, and if any amendment'is made after
Sept mber 15 of the taxable year, any increase in the cstimated tax by reason
thereof shall be paid at the time of making such amendment,

“(c) INsTALLMENTS PAID IN ADVANCE.—A¢ the election of the individual, any
instalhnfnt of the estimated tax may be paid prior to the date prescribed for its
payment,

‘(d) PAYMENT A8 PART OF TaXx rOoR TAXABLE YEAR.—Payment of the esti-
mated tax, or any installment thereof, shall be considered payment on account
of the tax for the taxable year. Assessment in respect of the estimated tax shall
be limited to the amount paid.

“‘SEC. 60. SPECIAL RULES FOR APPLICATION OF SECTIONS 58 AND 59, -

“(a) FarMErs.—In the case of an individual whose cstimated gross income
from farming for the taxable year is at least two-thirds of the total estimated
gross income from all sources for the taxable year, in lieu of the time preseribed
in section 58 (d), the declaration for the taxable year may be made at any time
on or before January 15 of the succeeding taxable year,

“(b) ArpLicATION TO SHORT TAxABLE YEARrs.—The application of sections 58,
59, and 294 (d), and of subsection (a) of this section, to taxable years of less than
twelve months shall be as preseribed in regulations prescribed by the Commis-
sioner with the approval of the Secretary.

“(¢) Fiscar YEars.—In the application of sections 58 and 59, and subsection
(a) of this section, to the case of a taxable year beginning on any date other than
January 1, there shall be substituted, for the months specified therein, the months
which correspond thereto.”

(b) TecunicaL, AMENDMENT TO Section 294 (d).—The last sentence of sec-
tion 294 (d) (1) (A) (relating to additions to the tax in case of failure to file declara-
tion of estimated tax) is amended to read as follows: “For the purposes of this
subparagiaph the amount and due ddte of each installment shall be the same as
if a declaration had been filed within the time prescribed showing an estimated
tax equal to the correct tax reduced by the credits under sections 32 and 35.”

(¢) Errecrive Dare.—The amendment made by subsection (a), insofar as
it relates to section 58 (a) of the Internal Revenue Code, shall be applicable
only with respect to taxable years beginning after December 31, 1944,

(d) SpeciaL RuLE For 1944.—The provisions of sections 58 and 59 of such
Code, as amended by this Act, shall be subject to the following modifications
with respect to declaration and payment of estimated tax for the calendar year
1

944:

(1) TIME FOR FILING DECLARATION.—If the requirements of section 58 (a)
of such Code, without regard to its amendment by this Act, are first met
before April 1, 1944, the declaration shall be filed on or before April 15
1944, and if such requirements are first met after March 31, 1944, and
before June 2, 1944, the declaration shall be filed on or before June 15, 1944,

(2) PaYMENT OF ESTIMATED TAX.—If the declaration is filed on or before
April 15, 1944, then (even though such declaration under existing law or
under paragraph (1) of this subsection was not required to be filed before
June 15, 19445) the estimated tax shall be paid in four equal installments
and at the times provided in section 59 (a) (1) of such Code, as amended
by this Act. If the declaration is filed after April 15, 1944, and not after
June 15, 1944 (and is not required by paragraph (1) to be filed on or before
April 15), the estimated tax shall be paid in three equal installments and at
the times provided in section 59 (a) 32) of such Code, as amended by this
Act. The rule provided in section 59 (a) (5) of such Code, as amended
by this Act, shall apply with respect to declarations filed after the time

"

prescribed in paragraph (1) of this subsection.

se) PENALTY FOR UNDERESTIMATE FOR 1944.—For the purposes of seotion
294 (d) (2) (relating to underestimate of estimated. tax{, in the ¢ase of a taxpayer
filing a declaration for a taxable year beginning in the calendar year 1944 the
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term “80 per contum.of the tax" as appearing in such subsection shall be taken
to refer to 80 per centum of whichever of the following is the lesser: (1) a tax
computed under the law applicable to such taxable year without regard to the
amendments made by this Act, and (2) & tax computed under such law as amended
by this Act. .

Part . II—Withholding of Tax at Source on Wages

S8EC. 21. EFFECTIVE DATE. .

. The amendments made by this Part shall apply only with respeet to wages
paid <n or after January 1, 1945,

SEC. 22, WITHHOLDING OF TAX AT SOURCE ON WAGES.

(a) Trcuxicar AMENDMENTS.—Section 1621 (relating to definitions) is
amended by striking out subsections (e) to (k), both inclusive, and inserting in
licu thercof the following:

“(e) Numser or WrrnwoLping Kxemprions Crammep.—The term ‘number of
withholding exemptions claimed’ means the number of withholding exemptions
claimed in a withholding exemption certificate in ‘effect under section 1622 (h),
except that if nosuch certificato Is in effect, the number of withholding exemptions
claimed shall be considered to be zero,”

(b) Percentace Wrrnnopina.—Section 1622 (a) and (b) (1) (relating to
percentage withholding) are amended to read as follows:

‘“(a) REQuIREMENT oF WirnHowping.—Every employer making paymoent of
wages shall deduct and withhold upon such wages a tax equal to the sum of the
following: ’

“(1) 2.7 per centum of the amount by which the wages exceed the amount
of one withholding exemption, the amount of such exemption for various
payroll periods being shown in the table in subsection (b) (1) of this section;

i(2) 18 per centum of whichever of the following is the lesser:

“(A) the amount by which the wages exceed the number of withhold-
ing exemptions claimed, multipled by the amount of one such exemption
as shown in the table in subsection (b) (1) or

“(B) the amount shown in the last column in the t{able in subsection

(b) (1)
(3) 19.8 per centum of the amount by which the wages exceed the sum of::
““(A) the rumber of withholding exemptions claimed, multipled by the
amount of one such exemption as shown in the table in subsection (b)

(1) plus
“(B) the amount shown in the last column in the table in subsec-

tion (b) (1).
“(b) (1) The table referred to in subsection (a) is as follows:

“Percentage Method Withholding Table

Maximum
Amom;lhof n';}ount
one with- | subject to
Pay-.roll period olding 18 per
exemption | centum
rate
L3 7 g $11.00 $44.00
Biweekly..... 22.00 8%.00
Semimonthly. 23.00 92.00
Monthly.... 46.00 184.00
Quarterly . .. 139. 00 556. 00
Semiannual. 278,00 L1200
ANNUAL. L eceiecacitamacatateeeoceananaa s 550. 00 2,224.00
Dally or miscellaneous (per day of such period)......... ... .. 1.50 6.00"

(¢) Waae Bracker WiTHHOLDING.—Scetion 1622 (¢) (1) (relating to wage
bracket withholding) is amended to read as follows:
loyee, the

“(1) At_the election of the employer with respect to any eﬁ\p
employer shall deduct and withhold upon the wages paid to such employee a
" tax détermined in accordance with tEe following tables, .which.shall,ﬁc in
and withheld under subsection (a):

fieu of the tax required to be deducte
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“If the pay-roll period with respect to an employee is weekly

And the number of withholding exemptions claimed is—
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“If the pay-roll period with respect to an employee is weekly-—Continued
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“If the pay-roll berlod with respect to an employee is biweekly—Continued

SIMPLIFIED INCOME-TAX RETURN

And the number of withholding exemptions claimed is—

And the wages are— ‘
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110.20 {105.60 101,00 | 96.50 | 91.90 87.30 | 82.70 | 78,10
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“If the pay-roll period with respect to an employee Is semimonthly

And the wages are—

But leas
than

Atleast

3500 and over ..
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“If the pay-roll period with respect to an employee is monthly—Continned

And the wages are— And the number of withholding exemptions claimed is— -
) 1 2 3 4 10 or
At least But less ’ ’ ' ’ ? more
than ——
The amount of tax to be withheld shall be—

{ ! ;
$41,20 [$32.60 1$21.30 :$15.00 | $7.60 | $5.30 | $5.30 $5.30 | 2,30 | $5.30
43.00 | 34.20 | 25,00 | 17,60 | 0.20 ] 560 560§ 560 | £60| 560
44,80 1 3500 1 27.60 | 10.20 | 10.90 | 580 580} 5£.80¢ 580} 580
46.60 | 37.60 § 20.20 1 20,00 | 12,60 | 6.00 | 6.60; 6.00} ,600| 6,00
48.40 | 30.20 { 30.90 | 22.50 | 14.20 1 6,201 6.20| 6.20) 6.20| 6.2
50.20 | 41.00 | 32.50 | 24.20 | 15.00] 7.50| 6.40} 0.40| 6.40{ 6.40
52.00 | 42.80 | 34.20 1 25.00 | 17.30{ 9.0} 6.60; 0.60! 6.80{ 6.60
53.80 | 44.60 | 35.80 | 27.50 | 19.20 | 10.90 | 6.90| 6.90| 6.90| 6.90
65.60 | 46,40 | 37.50 | 20.20 { 20.80 { 12,50} 7.10} 7.10| 7.10}| 7.10
57.40 | 48.20 | 39.20 | 30.80 | 22.50 | 14.20 | 7.30§ 7.30| 7,30 7.30
59.20 | 50.00 | 40.80 | 32.50 | 24.20 | 16.80 ) 7.80 ] 7.80| 7.80| 7.50
61.00 | 51.80 | 42.60 | 31.10 | 25.80 { 17.50 | 9.10| 7.70| 7.70| 7.70
62.80 { 53.60 | 44,40 | 35.80 § 27.50 | 19.10 | 10.80 | 7.90{ 7.90| 7.90
064.60 | 55.40 | 46.20 | 37.50 { 20.10 | 20,80 | 12.50 | 8.10| 8.10{ 8.10
66.40 | 57.20 | 48.00 | 30.10 | 30.80 | 22.40 | 14.10 | 8.40 ] 8.40] 6.40
€8.20 | 69.00 | 40,80 | 40.80 | 32,40 | 24.10 } 16,80 | 8.60 | 8.60| 8.60
70.00 | 60.80 | 51.60 | 42.50 | 34.10 | 25.80 | 17.40 | 9.10| 8.80 | 8.80
71.80 | 62.60 | 63.40 | 44.30 | 35.70 | 27.40 { 19.10 | 10.70 | 0.00 | 0.00
73.60 | 64.40 | 85.20 | 46.10 | 87.40 ] 20.10 | 20.70 | 12.40 | 9.20 | 9.20
75.40 | 60.20 | 57.00 | 47.00 | 30.10 | 30.70 | 22.40 | 14,10 | 9.40} 0.40
78.50 { 60.30 | 60.20 | 51.00 | 42.00 | 33.60 { 25.30 | 17.00{ 0.80 | 0.80
§3.00 | 73.80 | 64.70 | 65.50 | 46.30 | 37.80 | 20.40 | 21,10 | 12.80 | 10.40
87.60 | 78.30 | 60.20 | 60.00 | 50.80 | 41,00 | 33. 25.20 | 16.90 | 10.00
92.00 | 82.80 | 73.70 | 64.50 | 55.30 | 46.20 | 37.70 | 20.40 | 21.00 | 12.70
06,50 | 87.30 | 78.20 | 60.00 | 50.80 | 50.70 | 41.80 | 33.50 | 25.20 | 16.80
101.00 | 61.80 | 82.70 | 73.50 | 64.30 | 55.20 | 46.00 | 37,70 | 29.30 | 21.00
105.50 | 96.30 | 87.20 | 78.00 | 68.80 | 59.70 | 50.50 | 41.80 { 33.50 | 25.10
110.00 {100.80 | 91.70 { 82.50 | 73.30 | 64.20 | 65.00 | 45.90 | 37.60 | 29.30
114.60 {103.30 { 96.20 | 87.00 | 77.80 | 68.70 | 60.50 | 50.30 | 41.70 | 33.40
119.00 {109.80 [100.70 | 91.50 | 82,30 | 73.20 ; 64.00 | 54.80 .90 | 37.80
125.80 [116.60 |107.40 | ©3.30 | 89.10 | 79.90 | 70.80 | 61.60 | 52.40 | 43.80
134,80 1125.60 |116.40 107.30 | ©8.10 | 88.90 | 70.80 | 70.60 | 61.40 | 52.30
143,80 [134.60 1125.40 ]110.30 {107.10 | 07.90 | $8.80 | 70.60 | 70,40 | 61.30
152,80 {143.60 [134.40 1125.20 |116. 10 {106.90 | 97.80 | 88.60 | 79.40 | 70.30
161.80 152,60 (143,40 {134.30 {125.10 {115.90 {106.80 | ©7.60 { 88.40 | 79.30
170.80 1161, 60 |152. 40 [143.30 |134. 10 {124. 00 {118.80 1106.60 | 97.40 | 88,30
179,80 1170,60 1161.40 {152.30 |143.10 1133.90 }124,£0 |115.60 |106.40 | 07.20
188. 179. 170.40 |161,30 {1562, 10 [142.00 {133.80 {124.60 |116. 40 {106.30
107. 188,60 1179, 40 170,30 1161.10 {151.90 [142,80 }133.60 |124.40 {115.30
206.80{1974(‘)0 188. 40 (179,30 {170.10 [160. 151,80 ‘14‘3,00 133.40 {124.30

]
22.5 percent of the excess over $1,000 plus

220, 40 {211, 30 }202.10 |192, 00 |183.80 |174.60 1165. 40 |156. 30 {147.10 |137.00 |128,80
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And the number of withholding exemptions claimed ls—

a miscellaneous pay-roll perlod
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(d) WitanoLpiNe Exsmerions.—Section 1622 (h) (relating to withholding
exemption certificates) is amended to read as follows:
“(h) WiTHHOLDING EXEMPTIONS.—

“(1) IN GENERAL—AN emplo(ime receiving wages shall on any day be
entitled to the following withholding exemptions:

“§A§ An exemption for himself. '
“(B) If the employee is married, an exemption with respect to his
spouse, unless his spouse has in effect a withholding exemption cer-
tificate claiming a withholdin% exemption under subparagraph (A).
#(C) An exemption for each individual with respect to whom, on
the basis of facts existing on such day, a surtax exemption under sec-
tion 25 (b) (3) for the taxable year in which such day falls, may reason~
ably be expected to be allowable.

#(2) EXEMPTION CERTIFICATES.—

“(A) On Commencement of Employment.—On or before the date of
the commencement of employment with an employer, the employee
shall furnish the omPoycr with a signed withholding exemption cer-
tificate relating to the number of withholding exemptions which he
cltzin}s,d which shall in no event exceed the number to which he is
entitled.

‘“(B) Chaunge of Status, Ete.—If, on any day during the calendar
year, the number of withholding exemﬁtions to which the employee is
entitled is less than the number of withholding exemptions claimed by
the employee on the withholding exemption certificate then in effect
with respect to him, the employee shall within ten days thereafter furnish .
the employer with a new withholding exemption certificate relating to
the number of withholding exemptions which the employee then claims,
which shall in no eventrexceed the number to which he is entitled on
such day. If, on any day during the calendar year, the number of
withholding exemptions to which the employee is entitled is greater than
the number of withholding exemptions claimed, the employee may
furnish the employer with a new withholding exemption certificate relat-
ing to the number of withholding exemptions which the employee then
claims, which shall in no event exceed the number to which he is entitled
on such day.

“(3) WHEN CERTIFICATE TAKES EFFECT.—

“(A) First Certificate Furnished.—A withholding exemption certificate
furnished the employer in cases in which no previous such certificate is
in effect shall take effect as of the beginning of the first payroll period
ending, or the first payment of wages made without regard to a payroll
period, on or after the date on which such certificate is so furnished.

“(B) Furnished to Take Place of Existing Certificate.—A withholding
exemption certificate furnished the employer in cases in which a g)revious
such certificate is in effect shall take effect with respect to the first pay-
ment of wages made on or after the first status determination date whioch
occurs at least thirty days from the date on which such certificate is so
furnished, except that at the election of the employer such certificate
may be made effective with respect to any payment of wages made on
or after the date on which such certificate is so furnished. For the pur-

roses of this subparagraph the term ‘status determination date’ means
anuary 1 and July 1 of each year.

‘(4) PERIOD DURING WHICH CERTIFICATE REMAINS IN EFFECT.—A with-
holding exemption certificate which takes effect under this subsection shall
continue in effect with respect to the employer until another such certificate
takes effect under this subsection,

#(5) CoNTENTS OF CERTIFICATE.— Withholding exemption certificates shall
be in such forin and contain such information as the Con}missioner may, with
the approval of the Secretary, by regulations preseribe.’ '

(¢) New Wirnnorpine ExemprioN CerriFicATES To Be FURNISHED,—

(1) OLD CERTIFICATES MADE INEFFECTIVE,—Certificates furnished gwhether
before or after the enactment of this Act) under section 1622 (h) of the In-

"ternal Réveniie Code, without regard to its-amendment by this Act, shall
have no effeot with respeet to withholding to which such section, as amended
by this Act, is applicable. . : -
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(2) REQUIREMENT OF FURNISHING NEW CERTIFICATE.—On or before De-
cember 1, 1944, and on or before the date of commencement of employment
if such date occurs after December 1, 1044, and prior to January 1, 1045,
cach emp‘lo{veo receiving wages shiall furnish his employer with the withhold-
ing exemption certificate, pe(}direa by section 1622 (h) of the Internal Reve-
nue Code (as amended by this Act) in the case of commoncoment of employ-
ment on or after January 1, 1945, and for such purposes tha number of with-
holding exemptions which he is entitled to claim shall be the number which
lllgggould be entitled to claim if such certificate was furnished on January 1,

. ahie

(3) WHEN NEW CERTIFICATES TAKB EFFECT.—A certificate furnished under
paragraph (2) of this subsection shall take effect with respect to the first
payment of wages with respect to which section 1622 of the Internal Revenue
Code, as amended by this Act, is applicable. A certificate furnished under
seotion 1622 (h) of the Internal Revenue Code, as amended by this Act,
after December 1, 1944, and prior to January 1, 1945, and not furnished on or
before the date of commencement of employment, shall take effect as provided
in section 1622 (h) (3) sB) of such Code, as so amended, except that it may
not be made effective with respect to any payment of wages to which section
1622 of such Code, as so amended, is not applicable. A certificate furnished
under section 1622 (h) of such Code, as so amended, to an em})loyer on or
after January 1, 1945, and not furnished on or before the date of commence-
ment of employment with such employer, shall take effect as provided in
seotion 1622 (h) (8) (B) of such Code, as so amended, if such certificate is the
first certificate so furnished and if on December 31, 1944, a certificate was in
effect with respect to such employer under section 1622 (h) of such Code,
without regard to such amendments.

(f) CHANGE OF StaTUs AFTER JULY 1, 1944, —Effective (despite the provisions
of section 21) with respect to wages paid during the calendar year 1944, section
1622 (h) (1) (relating to withholding exemption certificates furnished by reason

of a change of stutus) is amended by striking out *, if furnished by reason of a
change of status occurring on or before July 1 of the calendar year,”.

Passed the House of Representatives May 5, 1944,

Attest: Sourn TriMBLB, Clerk.

Mr. Burcess. Mr. Chairman and members of the committee, I
should like to make a few introductory remarks before taking up
with you the question of changes in tax burden which will result
from the enactment of the House bill.

First, I wish to emphasize the fact that the staff of the Joint Com-
mittee on Internal Revenue Taxation and the Treasury Department
are in complete agreement as to the over-all revenue effect of the bill
under consideration. It is cstimated that during a full year of
operation, at levels of income estimated for the calendar year 1944, the
House bill will reduce the aggregate income tax liability of individuals
by approximately $60,000,000. This amount represents about one-
third of 1 percent of the estimated total liability of individuals for
1944, of $17,000,000,000.

Next, I should like to review briefly the principal changes in law
made by the House bill, and their effect on the tax burden in indi-
vidual cases. )

Certain of the changes tend to increase the tax burden, while others
exert an influence in the opposite direction. You know, of course,
that under present law there is imposed a Victory tax of 3 percent of
the gross income in excess of a certain exemption, In the House bill
the %ictory tax is, in effect, replaced by a normal tax of 3 percent of

the net income in excess of a certain exemption, 'This change from
a gross income base to a net income base is, on the average, the
- equivalent of reducing the rate of tax applied to gross income from -
3 percent to 2.7 percent. Therefore, this change has the tendency
to reduce the tax of all persons.- ' : —
99105-—44——q
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For the Victory tax, the first $624 of cach person’s gross income is
exempt from tax, whereas under the new normal tax the first $500 of
each person’s net income is exempt from tax. This modification
is the equivalent, on the average, of reducing the Victory tax exemp-
tion from $624 to about $556; therefore, this particular change of base
and exemption has the effect of increasing tax burdens.

Utder present law, users of the short income tax form, the one
containing the tax table, are automatically allowed a standard deduc-
tion equa% to 6 percent of thoir gross income. - Under the House bill,
users of the short-form tax table, as well as those for whom the collec-
tor will comf)utc the tax, are permitted a standard deduction of 10
percent of their adjusted gross income, while others are allowed to
deduct $500 in lieu of actual deductions. In additioun to liberalizing
the amount of the standard deduction, the use of the short form is
greatly broadened so far as size and source of income are concerned.

Tence, the tax burden in most individual cases will tend to be lowered
by the provisions relating to the standard deduction,

Perhaps the most important change of all, from the standpoint of
its effect upon tax burxfcns, is the change in the personal exemption
and credit for dependents allowed for surtax from $500, $1,200, and
$350 under the present law, to $500, $1,000 and $500 in the House
bill. These changes affect taxpayers differently according to their
family status, For example, under present law, married persons with
no dependents are allowed an exemption of $1,200, whereas, under the
House bill, the per capita exemption system will allow $1,000. The
reduction of $200 in the total personal exemption in this case will
naturally have the cffeet of increasing the tax. As a single person’s
exemption for surtax is not altered by these provisions, no change in
such a person’s tax will occur on this score. Under present law, a
married person with one dependent is permitted a personal exemption
of $1,200, plus $350 credit for the dependent, or a total of $1,550;
under the House bill, this taxpayer woufd hav2 a total personal exemp-
tion and credit for dependents of $1,500, or $50 less. The tax in this
instance would, therefore, be slightly increased by the exemption
provisions,

Now, you will note that all married persons having more than one
dependent are benefited by the change to a per capita exemption
system. Under present law, a married person with two dependents is
allowed a personal exemption of $1,200, plus a $700 credit, for depend-
ents, making a total of $1,900; under the House bill, this taxpayer
will have a total personal exemption and credit for dependents of
$2,000, an increase of $100. In this case the tax will be lowered.

The change in definition of dependents will, in many cases, tend to
reduce the tax. In order to be claimed as a dependent under present
law, a person must be cither under 18 years of age or, if over, physi-
cally or mentally incapable of self-support. Both of these require-
ments are eliminated in the House bill which provides that a dependent
is a person for whom the taxpayer coutributes over half the support,
provided the dependent is closely related to the taxpayer, and pro-
" vided the dependent is not himself required to file a tax return. This
modification in the definition of a dependent will open the door to
the claiming of large additional numbers of dependents. For example,
“most children in college will, under. the terms of the House bill, be
classed as dependents, where under present law parents were barred
from claiming them because of the age limitation, Hence, under the
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House bill, many families will have their taxes reduced, or held to a
lower level, as o result of o gain in the number of depoendents which
they may be permitted to claim. Another factor in this same con-
nec¢tion, also operating to reduce tax liability, is the provision that
income of a depondent need not be reported in the return of the tax-
payer.

')Il'ho integration of the present law normal tax and surtax into the
one surtax schedule contained in the House bill docs not affect the
tax burdens in individual cases, except where partially tax exompt
interest is included in income. However, further upward adjustments
that are made in the surtax rates, to maintain revenue and minimize
shifts in tax burden, do tend to increase thoe tax liability.

Having traced the manner in which certain major provisions in the
House bill affect tax burdens, I believe it would be in order to examine
the burdsn tables which we have prepared for you. These tables
show, for persons of various family status and levels of income, the
tax under existing law, the tax under the Houss bill, and the net
increase or decrease in tax resulting from the House bill. The offec-
tive rates of tax are also shown.

(The tables referred to are as follows:)

BurpeN TABLEs—(GRross INcoME LEVELS)

TasLe 1.—Tax under supplement T of the Revenue Acl of 1943 compared with that
under supplement T of the House bill, I1. R. 4646

SINGLE PERSONS WITH NO DEPENDENTS

" N . Increase or
Tax Effective rate (percent) decrease
Adjusted gross income R = g{-) over
evenue evenue evenue

Actof19431] He R AMO | oroiaen | HL R.ABI6 ] o or 1043

$0 $0 6 0 $0

1 0 .2 0 -1

5 1 .4 0 ~4

10 7 1.7 1.2 -3

14 12 2.3 2.0 -2

35 32 5.0 4.6 -3

56 63 7.0 6.6 ~3

77 74 8.6 8.2 -3

a7 95 0.7 9.5 -2

118 115 10.7 10.5 -3

139 136 1.6 1.3 -3

160 1567 12.3 12.1 -3

181 177 12.9 12.6 —4

202 198 13.5 13.2 -4

223 219 13.9 13:7 —4

244 230 4.4 14.1 -5

2G4 260 14.7 14.4 -4

285 281 15.0 14.8 -4

306 302 15.3 15.1 ~4

327 322 15.6 16.3 -8

348 343 156.8 15.6 -5

360 364 16.0 15.8 -8

3980 384 16.3 16.0 -8

410 405 16.4 16.2 -6

431 426 16.6 10. 4 -5

454 446 16.8 10.5 —~8

477 4 17.0 16.7 -9

501 490 17.3 16.9 —-11

528 516 17.6 17.2 -12

576 561 18.0 1.5 ~14

6§22 606 18.3 17.8 -—18

670 051 18.6 18.1 -19

a7 696 18.9 18.3 -21

764 741 19.1 18.6 -23

812 786 10.3 18.7 —~26

850 831 19 18,9 -28

906 876 19. 19.0 -30

. .. 055 621 10.9 19.2 -34

4,000 . i e e naaa 983 843 20.1 19.2

1 Under the Revenue Act of 1943, supplement T is limited to gross Incomes under $3,000, For incomes of
$3,000 and over the tax was computed by the same method employed in constructing the suppleraent T
tables preseribed by the Revenue Act of 1943, .

-0
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TasLE I1.——Taz under supplement T of the Revenue Acl of 1943 compared with that
under supplement T of the House bill, H., R, /646

MARRIED PERSONS WITH NO DEPENDENTS

Tax }Eﬁective rate (percent) Inlcreaseor
J— de

Adjusted gross fncome R R ; ~) over

evenue N evenue ovenue

Actof 1943/ H- R ABI8 Y o0 0043 1 H R.A86 | 4080 1043
2350 ....................................... $0 $0 0 1] $0
1{: T 0 1! 0 .2 1
$600. ... ... ... 0 2 0 .3 2
$625. . .. ....... 0 2. 0 .3 2
$650......... ... 1 3! 20 .5 2
gn .......... 2 4 .3 , .0 2
00, .ooeeenn. 3 4 4! .6 1
$800. ... 6 7 .81 .9 1
2900.. 9 10 1.0 11 1
1,000. 12 12 1.2 1.2 0
$1,100. 15 15 L4 1.4 0
$1,200. 18 36 1.3 3.0 18
$1,300. 27 37 21 4.4 30
$1,400. 48 w 3.4 5.5 20
1,500 69 98 4.6 6.5 20
1,600. . 20 119 5.6 7.4 2
$1,700. .. 111 139 6.3 8.2 23
31.800... 13t 160 7.3 8.9 2
1,900 . 152 181 8.0 ! 9.5 29
$2,000. 173 202 3.7 | 10,1 20
2,100... . 104 222 9.2 10.6 28
,200.... 215 243 9.8 1.0 28
,300. . 264 0.3} 11.5 23
$2,400... 257 284 10.7 1.8 P14
,600_.. 207 305 1 12,2 28
$2,600. 208 320 | i3 12.5 2
$2,700. 319 346 11.8 ¢ 12.8 27
$2,800. 340 I 12.1 | 13.1 2
$2,900. 361 12. 4 13.4 27
,000. 384 411 12.8 13.7 21
,200. 426 453 13.3 | 14.2 21
$3,400. 468 496 13.8 ¢ 14.6 28
$3,600. 516 541 W3 15.0 25
g,SOO 563 14.8 16.4 23
,000. 610 031 15.3 16.8 21
g.zoo. 658 676 15.7 16. 1 18
,400. 705 721 18.0 16. 4 16
$4,000. 752 766 16.3 ; 16.7 14
$4,800. 811 16.7 | 16.9 11
$4,900 824 833 16.8 17.0 9

! Assumes only 1 spouse has income. To derive the minimum amount of tax where both husband and
wife have incomes subtract $19 from the tax shown. Under the Revenue Act of 1843, supplement T is limited
to gross incomes under $3,000, For incornes of $3,000 and over the tax was computed by the same method
employed in constructing the supplement T tables provided by the Revenue Act of 1943,

? Assumes only 1 spouse has income. To derive the minimum amount of tax where both husband and

wile have incomes subtract $15 from the tax shown.
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TABLE III.-—-—Tax under supplement T of the Revenue Acl of 1943 compared with
that under supplemerd T of the House bill, H. R, 464

MARRIED PERSON WITH 1 DEPENDENT

Tax ‘ Effective rate (percent) | Increase or
decrease
Adjusted gross income R t R " iaz?g:‘ﬁ:
ovenue evenue
| Actof 19431 . B. 4646 : { Act of 1913 H. R 4648 | 4y of 1043
30 0 0 0 &
0 1 0 .2 1
0 2 0 .3 2.
.. 0 2 0 .3 2
. 1 3 .2 .8 2
X 3 4 .4 .8 1.
. [ 7 .8 9 1
900. 9 10 1.0 L1 1
,000, 12 12 1.2 1.2 0
,100 18 1 14 1.4 0.
4200, 18 18 1.5 1.5 0
1300 21 20 1.6 1.5 -1
400 24 3 L7 Lé -1
500. 27 2% 1.8 L7 -1
600 30 2 1.9 1.8 -1
700. 44 0 2.6 2.3 -5
800. 65 (4] 3.6 3.3 -5
. 86 81 4.5 4.3 -5
2 107 102 5.4 5.1 -5
127 122 6.0 5.8 -5
148 143 6.7 6.5 -5
169 164 7.3 7.1 -5
190 184 7.9 7.7 —6
211 205 8.4 82 -6
232 226 8.9 8.7 -6
253 246 9.4 0.1 -7
273 267 0.8 0.5 -6
204 288 10.1 9.9 -6
318 -311 10.6 10.4 -7
353 11.3 1.0 -7
401 304 1.8 11.6 -7
443 435 12.3 12.1 -8
186 477 12.8 12.6 -9
533 521 13.3 13.0 -~12
581 13.8 13.6 ~16
628 611 14.3 13.9 -17
675 14.7 14.3 -19
73 701 15. 1 14.6 -22
747 723 15.2 14.8 -~

I Assumes only 1 spouse has income. To derive the minimum amount of tax where both husband and
wife have Incomes subtract $10 from the tax shown., .Under the Revenue Act of 1943 supplement T is lim-
ited to gross incomes under $3,000. For incotmes of $3,000 aud over the tax was computed by the same
method employed in oonslruc!ing the Su, ’?‘plement T tables prescribed by the Revcnue Act of 1043,

1 Assumes only I spouse has income. To derive the minimum amount of tax where both husband and

wife have [nconies subtract $15 from the tax shown.
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TasLe IV.—Tax under supplement T o{‘the Revenue Act of 1948 compared with that
under supplement T of the bill, H. R. 4646

MARRIED PERSON WITH 2 DEPENDENTS

Tax Effective rate (porcent) Increase or
Adjusted gross income Revenue R o &—) over
nu evenu evenie
Actof 10431 H-R.4648) 4o ia4g | H. R. 46481 401 1063
$0 0 0 0 £0
0 1 0 .2 1
0 2 0 .3 2
0 2 0 .3 2
1 3 .2 .5 2
3 4 .4 .6 1
[ 7 .8 .9 1
9 10 1.0 1.1 1
12 12 1.2 1.2 0
15 15 1.4 1.4 0
18 18 1.6 1.6 0
21 1.6 1.5 -1
4 P23 1.7 1.6 -1
b1l 26 1.8 1.7 -1
0 29 1.9 1.8 -1
33 31 1.9 1.8 -2
36 34 2.0 1.9 ~2
39 37 2.1 1.9 -2
42 39 2.1 2.0 ~3
61 42 2.9 2.0 —19
82 45 3.7 2.0 -37
103 64 4.5 2.8 -39
124 &4 5.2 3.6 -40
144 105 5.8 4.2 -39
165 126 8.3 4.8 -39
186 146 6.9 6.4 -40
27 167 7.4 6.0 ~40
228 188 7.9 6.5 —40
251 211 8.4 7.0 —40
203 253 9.2 7.9 -4
335 204 9.9 8.6 —41
376 335 10.4 9.3 ~41
418 317 1.0 9.9 —41
418 11.5 10.5 —~12
504 460 12.0 11.0 ~44
551 501 12.5 1.4 —50
508 546 13.0 1.9 ~52
646 501 13.6 12.3 —55
670 513 13.7 12.5 —57

1 Assumes only 1 spouse has income, Toderive the minimum amount of tax where hoth husband and wife
have incomes subtract $19 from the tax shown. Under the Revenue Act of 1943 supplement T is limited to
gross incomnes under $3,000. For incomes of $3,000 and over the tax was computed by the same method
employed in constructing the supplement T tables preseribed by the Revenue Act of 1043,

* Assumes only 1 spouse has income. To derive the minimum amount of tax where both husband ard
wife have incomes subtract $15 from the tax shown,
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TasLe V.—Taz under supplement T of the Revenue Act of ‘1933 compared with
that under supplement T of the House bill, H, R, 4646 :

MARRIED PERSON WITH 8§ DEPENDENTS

Tax Effective rate (peroent) { Increase or:

. decrease

Adjusted gross incone R R —) over

evenuo evenuo evenue

Actof 1943 1| H-R.46467| 400 igga | HL R. 4646 | 4 00100
....................................... %0 $0 0 0 $0
1 S 0 1 0 .2 1
25, LI 0 g 3 g H

8025, . e peeee it eaa———— .

$650. .. oennnnn 1 3 .2 .6 3
E 200, TP 3 4 .4 .6 1
.................... 8 7 .8 .9 1
000, . ot ia e e eeaeaas 9 10 1.0 1.1 1
1,000.. 12 12 1.2 1.2 ;0
$1,100. 16 15 L4 1.4 0
£1,200 18 18 1.5 1.5 0
zl,:mo 21 20 1.8 1.5 -1
1,400 24 23 1.7 1.6 ~1
$1,600 27 26 1.8 L7 -1
1,600. . 30 29 1o 1.8 -1
1,700, .. oot eaaaaan 33 31 1.9 1.8 -2
K RS 36 2.0 L9 -2
$1,900. ... .. 30 37 2.1 1.9 -2
$2,000. .. e 42 30 2.1 2.0 -3
$2000. . iiiieiiiiiicen- 16 42 2.1 2.0 -3
4200 ... .. 48 45 2.2 2.0 -3
,300....... 5t 47 2.2 2.0 -4
400, . 50 2.3 2.1 —4
7K S, 57 53 2.3 2.1 -4
2,600 oo e e e 60 56 2.3 2.2 -4
$2,700. 63 58 2.3 2.1 -5
$2,800.. 668 61 2.4 2.2 -5
g,mo 69 64 2.4 2.2 -5
,000.. 72 67 2.4 2.2 -5
$3,200. o4 7 2.9 2.3 -22
$3,400. 135 7 4.0 2.3 —58
$3,600. . ..o 177 83 4.9 2.3 -
$3,800. .. i, 219 5.8 2.3 -131
$4,000.. ..o ... 260 18 8.5 3.0 —142
$4.200. . L. 302 160 7.2 3.8 ~142
$4,400.. ... ... 3 201 7.8 4.6 —143
$4,600.. ... ... 386 242 8.4 5.3 —144
$4,800. ..., 427 284 8.9 5.9 —143
4,000, e iiiicieieenaaaa. 448 304 0.1 6.2 ~144

! Assumes only 1 spouse has income. To derive tho minimum amount of tax where both husband and
wife have incomes, subtract $19 from tho tax shown. Under the Revenuc Act of 1943, supplemont T |s
limited to gross incomes under $3,000. For incomes of $3,000 and over the tax was computed by the same
method employed in constructing the supplement T tables presciibe 1 by the Revenue Act of 1943,

2 Assumes only 1 spouse has income. To derive the minimum awmount of tax where both husband and

. wife have incomes, subtract $15 from tax shown,

*
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Mr. Burceess. Let us turn first to table I, which shows the tax
burden under the Revenue Act of 1943, and under the House bill,
for a sin%Ic person having no dependents.

Now, this table shows, in the left-hand column, the adjusted gross
income. -That is a new concept. It was designed primarily for
use in the short-form tax table. We show adjusted gross income in
these tables, rather than net income, to reflect the standard deduc-
tion allowance. If we showed net income, which is after deductions,
the burden tables would not reflect the fact that the standard deduc-
tion is increased from 6 percent on the present law short form to
10 percent under the House bill. .

Now, let us take an adjusted gross income of $600. A single per-
son with no dependents, at $600. Under the Revenue Act of 1943
the tax would be $14. Under the House bill, $12. In the right-
hand column you will note that this is a reduction of $2.

At $1,200 the tax under the Revenue Act of 1943 would be $139.
Under the House bill, $136, a reduction of $3.

Senator VANDENBERG. Everybody on this page gets a reduction?

Mr. Burgess. The reduction runs all the way down the page.
At $2,500 the réduction is $5. The table only runs to $4,900 because
the short form can be used only by those having an income under
$5,000. At $4,900 the reduction is $40.

Senator ConnaLLy. A while ago you used the expression “adjusted
gross income.”’ ‘

Mr. Burcess. Yes.

Senator ConnaLLy. What does that mean?

Mr. Burcess. That, in general, is gross income less business
deductions.

Senator ConnNaLLy. Yes.

Mr. Buracess. And for the average wage carner it simply is total
wages.

Senator CoNNALLY. Yes.

Mr. Burcess. Now, let us turn to table I, which shows the burden
for married persons with no dependents. This is the classification
wherein the increase is greatest under the House bill because the
exemption is reduced from $1,200 to $1,000.

At $600 no tax was paid under the Revenue Act of 1943. Under
the House bill there is a tax of $2.

At $1,200 the tax under the Revenue Act of 1943 was $18. Under
the House bill it is $36. That is an increase of $18.

At $2,400 the tax under the Revenue Act of 1943 was $257. Under
the House bill, $284. That is an increase of $27.

At $4,400 the tax under present law is $705. Under the House
bill, $721, an increase of $16,

In the last bracket shown there is an increase of $9. You will note
that in this table the maximum increase is $30. That happens to
occur at $1,300.

The next table, table III, shows the tax burden for a married
person with one dependent. I won’t go over these in detail but you
will notice that up to an income of $1,200 there is either no change
or an increase of $1 or $2. This will be scen by looking at the last
column in the table.

o Fg)im $1,200 upward there is a decrease which ranges from $1 up
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So that, %enemlly speaking, the married person with one dependent,
using the short-form tax table, receives a decrease in tax.
As shown in table IV, the married person with two dependents is
in somewhat the same situation, but the decreases above $1,200 are
sulﬁu{;xtinl!y larger. The decrease varies from $1, at $1,300, to $57
at 00.
The next table, table V, shows the tax burden for a married person
with five dependents, and you will note that as the number of de-
pendents increases, the decrease in tax under the House bill hecomes
greater., For a married person with five dependents the decrease
runs from $1 at $1,300 to $144 at $4,900.
Now, that compietes the burden tables computed on the basis of
tlxglshorb form, the form which will contain the supplement T tax
table. -
For the higher brackets, where those individuals fall who have over
$5,000 gross-income and thercfore cannot use the short form, we
show the burden on a net income basis. The following are the
burden tables on a net income basis for those who cannot use the
short form because they have gross income in excess of $5,000, or who
do not wish to use the short form because they have higher deduc-
tions than 10 percent:
BurpeN TasLes (Ner INcoME LEVELS)

TasLe VI.—Income and Victory lax under Revenue Acl of 1943 compared with
total tax under the House bill, H. R. 4646
SINGLE PERSON WITH NO DEPENDENTS

Tax Effective rate (percent) I?l?cer:?s:r
Net income before exemption R ' R h ~) over
evenue evenuo evenue

Actof 19431, T1- R. 4048 | Lo 1045 | H. R. 4810 | (o or 043

20 $0 0 0 $0

b5 6 1.0 1.1 1

10 12 1.8 2.2 2

15 17 2.6 3.0 2

20 2 3.3 3.8 3

54 58 7.2 7.7 4

65 69 8.1 8.6 4

110 116 11.0 1.6 5

154 161 12.8 13.4 7

221 20 4.7 15.3 9

288 299 16.0 16.6 11

© 333 345 16.7 17.3 12

445 460 17.8 18.4 15

571 585 19.0 19.5 14

825 835 20.6 20.9 10

1,098 1,105 22.0 22,1 7

1,391 , 305 23.2 2.3 4

1,705 1,7 4.4 24.4 0

, 038 2,035 25.5 - 25.4 -3

2,391 2, 26.6 26.5 -0

2,765 2,755 27.7 27.6 —-10

4,931 4,930 32.9 32.9 -1

7,548 7, 3.7 37.9 32

10, 625 10, 590 42,1 42,4 65

13,696 13, 705 45.7 . 46.0 9

, 400 20, §1.0 51.6 180

27, 543 27,945 56.1 85,9 402

35, 061 35, 730 58.4 59.6 669

2, 880 43, 815 61.3 62,6 935

, 998 52, 63.7 65.3 1,202

59, 416 60, 66.0 67.7 1,469

68, 040 69, 870 68.0 69.9 1,830

112,196 115,660 74.8 7.2 3,664

157, 3563 162, 355 78.7 81,2 5,002

203,016 209, 3. 8L.2 83,7 6, 335

431, 348 444, 86,3 88.9 13,002

050, 681 675, 000 88.0 90.0 15,319
888,0151 900,000 | 888 90,01 11,085

1,800, 000 | 1,800, 000 90.0 90.0 [1]

500,000 | 4, 500, 000 90,0 90.0 0

1 Victory tax computed on a gross income equal to 194 of net income,
99105—44——5
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Tante VIL—Income and Viclory lax under Revenue Act of 1043 compared with lotal
- tax under the House bill, H. R. /8/6 ,

MARRIED PERSON WITH NO DEPENDENTS

. k .
‘Tax Effeetivo rato (percent) | Increase or
: : decreaso
Net income before exemption R Revenue ~J) g;g;
venue von evanil

Actof 1043 1| 11 R 48483 \c0UlTal | 1L, R 4040 | [ 2uiNots
$0 $0 0 -0 $

0 1 0 0.2 1
0 2 0 .4 2
0 2 0 .3 2
1 3 0.2 .5 2
6 8 .8 1.1 2

8 9 L0 1.1 1
15 18 LB 1.3 0
21 61 1.8 5.1 40
130 6.9 8.7 4 42
155 109 8.8 1.1 44
200 245 10.0 12.3 45
312 360 12.3 © 144 48
423 475 14.1 15.8 52
671 725 18.8 18.1 54
024 975 18.5 19.5 51
1,209 1,285 20.2 21.1 5
1, 503 1, 555 2.5 22.2 52
1,828 1,885 22.9 2.6 57
2,161 2,215 240 4.6 84
2,627 2,585 25.3 25.9 &8
4,617 4,695 30.8 31.3 ke
7,184 7,315 35.9 36.6 131
10, 110 10, 205 40.5 41.2 176
13, 269 13, 485 4.2 45.0 216
, 931 20, 23! 49.8 50.6 304
27, 060 27,5885 . 841 55.2 525
34, 557 35, 3556 57,6 58.9 708
42,355 43,425 60.5 62.0 1,070
50, 452 51,395 63,1 64.7 1,343
840 80, 65. 4 67.2 1,018
67,469 69,435 67.5 69.4 1,076
111,001 115,416 74. 4 76.9 3,814
156, 744 161, 605 78.4 BLO 5, 161
, 309 810 83.6 6, 400
430, 732 443, 895 86.1 88.8 13,163
650, 075, 87.9 90.0 15, 935
887,390 000, 88.7 90.0 -12,601
1,800,000 | 1,809,000 90.0 00.0 0
4, 500, 000 , 500, 0.0 90.0 0

t Victory tax computed on a gross income equal to 196 of net fncome. Assumes only 1 spouso has income.
'l;]o derive minimum amount of tax where both hushand and wife have incomes, subtract $19 from the tax
shown. )

# Assumes only 1 spouse has Income. To derive minimum amount of tax on a joint return where both
husband and wife have incomes over $500 subtract $15 from the tax shown,
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TanLy VIIL-—Income and Victory taz under th Revenue Act of 19483 compured
with_lotal tax under House bill, H. R. 4648

. sty . ISy
. " MARRIED PERSON WITH 1" DEPENDENT
Tax Eflective rate (percent) { Increase or
o decreaso
Net fncome befors exemption Revonns , -~ ~) ov'er
i . evonu o ovenuo ovenue
o Actor19431] HeRAG0 1 (o oo | Mo R 400 | 4 0r 11043
$500. . oo e $0 0 0 0 %
2B, e 0 1 0 .1 1
........ 0 2 0 .3 2
T TN (l) g 0 2 g g
$750. . .. e e (1] 8 .8 1.0 2
$800. ... .. 8 9 1.0 11 1
$1,000. . ............... 14 15 .5 1.5 0
gl,?ﬂ()., 21 2 1.8 1.8 1]
1500 31 30 2.1 2.0 -]
$1,800 89 29 4.9 5.5 10
2,000 133 146 6.7 7.3 12
$27600. 245 260 9.8 10.4 15
$3,000......... ... ..... 357 378 1L 9 12.5 18
$4,000 ... ... 504 615 14.9 15.4 "2
25000 . ... ... .l ol 847 845 18.9 17.3 18
$8,000. .. ... 1,118 1,135 18.6 18.9 17
$7,000. .. ... ... _. 1,412 1,425 2.2 20.4 13
$,000................ 1,723 1,738 2.5 2.7 12
$90,000. , 056 2,088 22.8 22.9 ]
$10,000 2,408 2,415 2.1 4.2 7
$16,000 4,470 4, 180 20.8 20.9 10
$20,000 7 0?2 7,050 35.0 35.3 48
$25,000. . 0,916 10, 000 0.7 40.0 8t
$30000... .. ... ... .. ... ... ... 13,056 13,175 43.5 43.9 110
£40,000. . . ... ... ... 10, 694 19, 800 49,2 0.7 194
850,000, .. ... 0 e 26, 818 7,225 53.6 54.8 407
$60,000. . . .. 34,305 34, 57,2 58.3 678
870,000, ... 2, 002 43,036 60. 1 0L5 943
$80,000. ... .. .. ... 50,179 |. 51,300 . 62,7 0.2 211
$90,000. , 506 60, 045 85.1 08,7 + 1,479
$100,000 * 07, 168 60,000 67.2 6.0 1,832
.$160,000 111,304 114,970 74.2 76.7 , 006
:$200,00) 156, 439 161, 455 8.2 80.7 i , 010
$250,000. . 091 , 410 80.8 83.4 + 8,340
4500,000..... . 430,424 443,410 86.1 88,7 13,01
$760,000.. .. .... 787 5, 000 . 87.8 00.0 18,
$1,000,000.~ - 887,001 | . 900,000 88.7 0.0 . V12
1$2,000,000. . . . Lascen -1 1,800,000 | £,200,000 00.0 80.0 s 0
000,000, .. cooeo i a..-.| 4,500,000 | 4 500,000 90.0 90.0 [

- 1 Victory tax con ,’ ted on a gross { eqyal to 10/9 ol,ric' noomo.  Assumes only 1spouse hag income.
"o derive minimum amount of tax where hotmlusband and \zl‘le havo {ncomes sgbtl}a{t $19 from &;rj,shown.
;. ¥ Assumces oplFlr wuso has income, To derive minirnum amount of tax on a joint return where both
husband and wifo havé incomes over. $500 subtract $15 from the tax shown o
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TanLe IX.—Income and Viclory laz under Revenue Act of 1948 compared with lotal
tax under the House bill, H. R. /646

MARRIED PERSONS WITH 2 DEPENDENTS

v

Tax Eftective rate (percent) | Increase or
decrense
Net income before exemption R R —) over
evenue evenue evenue
Actof 1943 1f H R 464081 4 oporiogy | F. R.4840 1 4 p o1 1043
$0 0 0 0 $0
[ o1 0 .2 1
0 2 0 .4 2
0 2 0 .3 2
1 3 .2 ] 2
[}] 8 .8 1.1 2
8 9 1.0 1.1 1
15 16 1.6 1.5 0
21 21 1.8 1.8 0
31 30 2.1 2.0 -1
41 39 2.3 2.2 -2
67 45 3.4 2.3 -~22
179 160 7.2 6.4 —19
276 9.7 9.2 -15
517 505 12.9 12.0 ~12
770 755 16.4 15.1 —15
1,027 1,005 17.1 16.8 -
1,321 1,295 18.9 18.5 ~23
1,618 1, 20.2 10.8 -33
1,951 1,016 217 21.3 —~36
, 289 2,245 2.9 22,5 —44
4,323 4, 28.8 28.4 —58
6, 820 6, 785 34.1 3.9 -~35
9,713 9,705 38.9 38.8 -8
12,842 12, 42.8 42,9 23
19, 462 19, 545 48.7 48.9 83
26, 677 26, 563.2 53.7 268
34,053 34,005 56.8 57.7 552
41,830 42,645 59.8 60.9 815
49, 906 50, 62.4 63.7 1,079
58,282 59,6256 64.8 60.3 1,343
66,878 66.9 68.6 1,687
111, 006 114, 525 74.0 76.4 3,519
156,135 161, 00 78.1 80.56 4,870
1,783 207, 80.7 83.2 6, 202
430,118 442, 085 86.0 88.6 12, 860
658, 449 675,000 82.8 90.0 16, 6561
886, 783 900, 88.7 90.0 13,217
1,800,000 | 1,800,000 90.0 90.0 1}
4,500,000 | 4, 500,000 90.0 90.0 0

1 Vietory tax computed on a gross income equsl to 196 of not fncome. Assumesonly 1spouse has income—
to derive mfnimum amount of tax where both husband and wife have incomes subtract $10 from the tax

shown.
2 Agsumes only 1 spouse has income. To derive minimum amount of tax on a joint return where both

husband and wife have incomes over $500 subtract $15 from the tax shown.
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TasLe X.—Income and, ;Vic!orky tax under the Revenue Acl of 1943 compared with
togal lax under t'IwA House bill, H. R. 4646

MARRIED PERSONS WITH 6 DEPENDENTS

.

Tax Effective rate (percent) | Inerease or
, decreaso
Net income before exemption R Revenu ~) over
evenue evenue exonue
Act of 19431 - R 484671 o pjoq { HL R 4640 [ 4000043
0 (1} 30
0 .1 1
0 .3 2
0 4 2 | %
.2 N 2
.8 1.0 2
1.0 1.1 1
1.6 1.5 0
1.8 1.8 ]
© 2.1 2.0 -1
2.3 2.2 -2
2.4 2.3 -3
2.6 2.4 -6
3.0 2.8 —16
7.9 5.1 - 109
10.8 8.7 ~104
13.2 11.3 -7
15.0 13.2 ~123
10.8 14.9 —146
18.2 16.5 —-161
19.7 18.0 —175
25.9 24.3 —237
31.5 30.2 —267
36.4 35.3 ~260
40.7 30.8 -~267
41.0 46.4 —217
51.7 51.6 —07
55.5 55.8 183
58.6 59.3 433
614 62.2 683
63.8 64.9 933
66.0 67.3 1,254
73.4 75.5 3,076
77.6 79.8 4,434
80.3 82.7 5,701
85.8 88.3 12,423
87.7 90.0 17,475
88.6 90.0 14, 141
90.0 90.0 808
90.0 90.0 0

1 Vietory tax computed on a gross income equal to 10/9 of net income, Assumesonly 1 spouse has lncome.
'Il‘n derive minimum amount of tax where both husband and wife have incomes subtract $19 from the tax
shown,

? Assumes only 1 spouso has income., To derive minimum amount of tax on a joint return where both
husband and wife have fncomes over $500 subtract $15 from the tax shown.
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Now we will concentrate our attention above $5,000 in these burden
tablesbl,)ecnuse those persons below $5,000 will use the supplement T
tax table. : ‘

It will be noted in table VI that at $6,000 the tax for a single person
with no dependents under the present law would be $1,391. IE]nder
the House bill, $1,395; an increase of just $4.

At $10,000 the tax under present law would be $2,765. Under the
House bifl, $2,755, a reduction of $10.

At $25,000 the tax under present law is $10,525. Under the House
bill, $10,590. That is an increase of $65.

At $100,000 the increase is $1,830.

At $500,000 the increase is $13,002, ‘

The maximum increase comes at $750,000, an increase of $15,319,

Senator MiLLIgIN, Mr. Chairman

The CHairmMaN. Senator Millikin.

Senator MiLLIKIN. I notice that you do not follow the concept of
gross income in this table,

Mr. Burcess. That is because an individual having under $5,000
may use the short-form supplement T tax table. He doesn’t have to
compute his tax but determines it from that short-form table.

Senator MiLuixin, Will you explain why the necessity for simplifi-
cn}t;ilo? brings with it the necessity for increasing these taxes in this
table

Mr. Burcess. I suppose you speak of the increases in the higher
brackets?

Senator MiLLik(N. I am speaking of the table you have just been
talking about.

Mr. Burcess. I think for that purpose it would be helpful to look
at the surtax schedule itself. We have copies of the surtax schedule,
comparing the present law and the House bill, which T will distribute.
With that in front of you, I think I can explain the incroases bettor.
The schedules compare as follows:

TaBLE XI.—Surtax rate schedules—Comparison of individual surtax rate schedule
(with normal tax included) under Revenue Acl of 1948 with the surtax schedule
under H. R. 4646 as passed by the House of Represenlalives on May 5, 194/

Bracket rate Total surtax cumulative
Revenue Revenue
Surtax net income (in thousands) Act of 1043 Act of 1643
with nor- | H, R. 46462} with nor- | H. R, 4648
mal tax mal tax
added ! added
Percent Pereent
RO v OO 19 $380 $400
$2to 24 - 22 22 820 840
$1t0$6... 26 20 1,340 1,369
ig t0 $3... 30 30 1,040 1,960
to $10.. 34 kT 2,620 2,640
;lo to :12. 38 33 3,380 3,400
1210 $14. . 42 43 4,220 4,260
$14 to gw. R 46 47 5, 140 5, 200
;16 [0 3 1L PP 49 50 6,120 8 200
18 to gzo ....... 52 83 7,160 7,260
$20 to $22. N ToBs 86 8, 260 8,380
222 to $26. 58 ] 10, 580 10, 740
20 to $32. 6l 62 14,240 14,460
B2 e . o 65 18,080 ) 18,360
1 Burtax rates same as under Revenue Act of 1942; Victory tax not included, ’ o
1 Does not include 3 percent normal tax,

‘
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" Tasup XI—Surlax rate achedules«a-Cornpar{son of individual surtaxz rale schedule
(with normal tax included) under Revenue Act of 1948 with the surlax schedule
under'H. R. 4646 as passed by the House of Representatives on May 6, 1944—Con.

Bmcket rate Total surtax cumulative
Surtax not income (in thousands) A‘é?‘&ﬁ%gs A’gg%‘;",%“’s

with nor- | H, R,4646*] with nor- | X, R. 4640
mal tax mal tax
added V added

Percen(l) . Pmené 0 2,100 420,500

72 26, 240 26,820

72 75 33,440 34,320

756 78 40, 42,120

78 81 48,740 50, 220

81 84 58, 68, 620

83 87 65,140 67,320

85 89 107, 640 111,820

87 00 151, 140 156, 820

88 [} B PR SRR

Senator RapcLirre. Why should the increase for $750,000 be more
than for a million?

Mr. Buraess. At an income of $1,000,000 you will notice that you
have reached the 90 percent limit under the House bill, in the case
of a single person having no dependents,

Senator RapcLirre. Yes.

Mr. Buraess, So that you in effect limit the increase which is
possible at that point. It is limited to a lesser extent by the 90
percent limitation at a net income of $750,000.

Senator VANDENBERG. According to your tables, the goats under
this bill are married people with no dependents, and then those with
incomes above $25,000 generally.

Mr. Burcess. Generally speaking, that is correct.

You understand there is one thing that these tables cannot reflect
and that is the fact that a taxpayer classified as a married person
with no dependents under present law may have a son in college
above 18 years of age and be able to claim him as a dependent under
the House bill. So that some who are married and have no depend-
ents under present law definitions become married with one or two
or three dependents under the House bill. .

Senator ConnaLLy. I thought you said he couldn’t claim a depend-
ent over 18 years old unless physically disabled. :

Mr. Buragss, That is the present law. That definition is changed
in the House bill to provide that a dependent is one closely related to
the taxpayer, for whom the taxpayer provided the chief support, and
who himself does not have an income in excess of $500. That will
be the new definition of a dependent.

Senator RapcLirre. There is no limitation as to age whatever?

Mr, Buraess. None at all,

Senator ConnaLLy. There is no limitation of age?

Mr. Buragess. No limitation, ’

Senator ConnaLLy. And a big loafer 27 or 28 years old becomes a
dependent? ‘ o

Mr. Burgess. The taxpayer must provide the chief support. ,

" Senator ConnNaLLY. I know a: lot of these loafing boys who are
supported by the old man.
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Mr, Sram. And they cannot have over $500 in their own right.

Mr. Burcess. Now, you have in front of you a comparison of the
surtax schedules under the Revenue Act-of 1943, including ‘the normal
tax—because we have in fact integrated the normal tax in the new
surtax schedule—and the surtax rates under the House bill., And
you will note that, in the first bracket, from zero to $2,000, the rate
18 increased by one point.

Now, 1 would like to remind you of the fact that the first surtax
bracket rate applies to everyone. The first $2,000 of everyone’s
income, no matter how great the total incomie is, 1s taxed at the first
bracket rate.  So that the one point increase in the first bracket [from
19 percent to 20 percent] applies to all. That rate increase was
necessary to offset certain decreases in revenue which would other-
wise have occurred. .

Mr, MiLuikiN. May I ask a question, Mr. Chairman?

The Cuarrman. Senator Millikin.

Senator Minikix. The increase was to save revenue but not to
simplify?

Mzr. Buraess, That is correct, to save revenue,

Senator MILLIKIN. Is that generally true as to the rest of this?

Mr. Buraess. Not entirely true as to the rest of it. I will come
to that, Senator.

Then there are no increases over the combined rate of normal tax
and surtax in the brackets 2 to 4, 4 to 6, 6 to 8, 8 to 10, and 10 to 12,
although you understand that the one-point increase in the first
bracket affects these persons who have higher surtax net incomes.

Then there is a one-point increase in each bracket running up
through $38,000. From there it increases to 2 peints in the 38 to 44
bracket. In the next bracket, 44 to 50, the increasec is 3 points.
Then it runs along at 3 until you reach the 90 to 100 bracket, where
the increase is 4 points, It is 4 points in the next bracket, 100 to 150.
Then 3 points, and in the last bracket, 3 points.

Now, I want to explain to you why those rate increases are some-
what greater in the upper brackets, In part it is revenue, but only
in part, because most of the revenue comes from the lower brackets.
You will recall that in the Revenue Act of 1943 the Victory tax was
made a flat 3 percent for all individuals. Prior to that it had been
5 percent gross tax less a certain credit, which depended upon the
- family status. That credit was limited to a certain dollar amount;
$500 for single persons and $1,000 for married persons,. The effect
of that dollar limitation was to raise the rate of the net Victory tax
in the upper brackets, so that persons in the upper brackets paid 4,
and nearly 5 percent net Victory tax in some cases.

Now, this committee, and eventually the Congress, reduced the
rate to 3 percent. It thereby reduced the rate of net Victory tax.
paid by persons in the upper brackets. When the revenue bill of
1943 was under consideration in this committee, it was pointed out
that the effect of the bill would be to reduce the tax liabilities in the
upper brackets unless an adjustment were mace in the surtax rates.
The committee decided not to make the adjustment at that time,
with the result that substantial decreases in tax liability occurred
above about $50,000 of income. In, the Revenue Act of 1943 the’
_first step was, taken toward integrating the- Victory tax. --We are
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now taking tho second and final step and are making those adjustments
which perhaps should have been made in the Revenue Act of 1943,

Senator MiLuikin: Your explanation goes to tax policy rather than
simplification, does it npt?

Mr. Bunaess. I should think it would, Senator.

Senator WawsH, Is it fair to say that the losses in revenue are
among those tnxll)ayels who use the $5,000 form, and the increases
in revenues in this schedule are from the taxpayers using forms
above the $5,000?

Mr. Burcess. No, I don’t think so, Senator. One of the most
important factors affecting the burden is the per capita exemption,
The per capita exemption is indispensable to this simplification scheme.
Tt does affect the burden, but it affects it properly, in that the tax
burden for persons with large families is reduced. The tax burden
for married persons with no dependents or one dependent is in general
increased.

With respect to the shift in tax burden
tinguish between the users of one type of
family status is the important factor.

Senator Warsu. There seemed to be more minus signs on the tables
you showed bhefore we got to this table. Is that because of the allow-
ance of a standard deduction of 10 percent?

Mr. Brraess. That is important too, and does, in many cases,
result in a decrcase of tax for those using the short form, but you
understand that those who use the long form also have a standard
deduction available to them, of $500.

Mr. Sraa. I think this much is true, Senator, in connection with
the shifting over of the Victory tax to a net basis, that some of the
peoFle in the higher brackets would have deductions which they
could not get under the existing law, because it would be limited to
gross less personal deductions, For instance, taxes on homes and the
mterest on personal loans. Those are the sort of things you can’t
show in a table based on average deductions. So that I think there
will be some henefit to the people in the upper brackets when we shift
over from a gross basis to a net basis.

Senator Warsu, In other words, this bill does not make any
material change in the final aggregate tax paid by those with an
income under $5,000 and those over. It is practically the same.
There are individual cases where it shifts, but ca the whole you can-
not say that one group has suffered more than the other?

Mr. Burcess. 1 think that is true.

Senator VanpeNsERG. Mr, Burgess, for the record, will you tell me
what is wrong with this statement?

By reducing the personal exemption of approximately 20,000,000 taxpayers by
$200 each there will be created additional taxable income of $4,000,000,000.
Taxed at the minimum rate of 20 percent surtax and 3 percent normal tax, this
increased . taxable income will produce $920,000,000 instead of $300,000,000 as
figured by the Treasury staff.

Mr. Buiaess. May I read you an excerpt from the reply of Con-
gressman Doughton, made last night to Congressman McLean’s state-
ment, from which you have quoted?

Senator VANDENBERG, If it answers that question. - - . .

Mr, BurcEess. It answers {Lat question. This is an excerpt from

“the statement of Congressman Doughton, The staffs of the Treasury

I don’t think you can dis-
form and the other. The
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and the joint committee aided in preparing the statemeont. On that -
one point the statement reads:

Mr. McLean has confused the figures wpon which his estimates are based.
The change in the definition of dependents would alone result in a loss of
$200,000,000, but he neglects to figure the loss which would result from inecrens-
ing the dependent eredit from $350 to $500. ‘This is an inorease of $150 for each
dependent, and there are 20,000,000 dependents. His caloulation that the tax
base will be increased by $4,000,000,000 neglects this important inorease in the

amount of dependent allowances. .

Senator VANDENBERG. Is that the answer?

Mr. Burcess. I think it is.

Senator VAnNpENBERG. And that is the only answor?

Mr. Burcess. That is the only answer on that one point. ,

Mr Stam. His estimate did not take into account that increase
from $350 to $500.

Senator Wavrsn. If he had, what would the figure be instead of
$4,000,000,000? ‘

r. Burgess. Instead of $4,000,000,000, it would be closer to
$1,000,000,000. °

Senator GeErry. What is the Treasury estimate on the 1943 bill,
on the increase?

Mr. Burcess. The bill was estimated by the Treasury to yield
additional revenue of $2,194,000,000.

Senator GErry. Have they changed that estimate at all?

Mr. Buraess. 1 would prefer that you ask the Treasury repre-
sentatives about that, Senator.

Mr. O’DoxNELL. Senator Gerry, after a revenue bill has been
passed we do not then dissociate the revenue yicld of that law from
what the previous law would have yiclded if it had not been changed.
In other words, when we make a budget estimate we take the law as
it then exists.

Senator Gerry. But you did make estimates as to what this bill
would produce?

Mr. O’'Dox~eLL, While the changes in the law were under consid-
eration we did make estimates at the then existing forecast levels of
incomes. We always do that for the committee.

Senator Gerry. You don’t do any further estimating?

Mr. O'Donnert. We don’t do any furthor estimating on the law
which preceded the law which is now in effect.

Senator Gerry. In other words, if you make a mistake you don’t
follow it up?

Mr. O'Donwrrn. I wouldn’t think that was quite a fair statement;
would you? :

Senator Gernry, All right.

Senator BarkvLuy. Prior to the conclusion of the tax bill in 1943 the
Treasury estimated it would raise an additional $2,194,000.

Senator GERrY. I wanted to find out how accurate the Treasury
figures are.

Senator BarkLEY. I dou’t imagine the Treasury keeps a day-to-
day cstimate.

onator GERRY. No; but at the end of the year the Treasury ntight
well have estimates,

Senator VANDENBERG, I would think that on the basis of oune
quarter’s collections you ou[iht to be able to indicate whether the
collections are going to run ahead or behind your prophecy.




SIMPLIFIED INCOME-TAX RETURN 41

Senator RapcrLirre, That shows the collections but it doesn’t show
‘how much is due to the changes,

Mr. O'DonneLn. That is correct.

Senator VANDENBERG. But you have a grand total.

Senator RapcLirre. It shows the grand total but it doesn’t show
how much of it is due to changes in the law.

Senator VanpENBERG. Does the grand total of collections exceed
the grand total that was estimated?

r. O’DonnEnt. The individual income tax liability for calendar
year 1943 iucomes as evidenced by collections in March and April
wero so close to the actual estimates that I am a little scared of bein
accused of braiging. I think we not only did a splendid technica
job estimating but also that we were lucky.

Our estimate of the liability in respect of calendar year 1943 indi-
vidual incomes was 18,348.3 million dollars. This amount of course
includes additions to the 1943 liability in the amount of 3,038.2
million dollars caused by the transition to the pay-as-you-go basis,
The amounts involved in the transition changes include cstimates of
835.0 million dollars caused by the addition to the 1943 liability of theo
1942 liabilities where the latter were larger than the 1943 liabilities and
2,203.2 million dollars which under the law was added to the calendar
year 1943 liabilities and which represented the dnremitted portion of
the liabilitics for the lower of the calendar year 1942 or 1943 liabilities.
Payments of this uncemitted tax could be spread over two payments,
one due in March of 1944 and one in March of 1945.

To check whether or not the estimated liability in respect of calendar
year 1943 incomes in the amount of 18,348.3 million dollars is correct,
we have to add together (a) the total amounts collected through
withholdings of the salaries and wages during calendar year 1943,
6,121.5 million dollars; (8) the total amounts paid in connection with
1043 declarations of estimated tax, 4,486.1 mmllion dollars; (¢) the
rn.yments in respect of calendar year 1942 incomes which served to
iquidate in part the calendar year 1943 liabilities because of the
transition to the pay-as-you-go Dasis, 4,930.4 million dollars; and ()
the final payments made in connection with the returns due in March
1944, 2,510.2 million dollars—including an estimated 260 million dol-
lars during the month of April from taxpayers who received a 30-day
extension in the time of filing of their returns —and from these amounts
must be subtracted the 479.0 million dollars estimate of the amounts
which the Federal Government will have to refund because of over-
payments of excess withholdings on salaries and wages during the
calendar year 1943 or overpayments made in connection with amounts
paid in connection with calendar year 1942 returns or calendar year
1943 declarations. This brings the receipts to date in respect of the
estimated habality in respect of calendar year 1943 incomes to 17,569.2
million dollare, leaving 779.1 million dollars to come.

Thus to date we have collected 322.5 million dollars more than our
estimate of one-half of the estimated linbility in respect of the un-
vemitted taxes of tho lower of ealendar year 1942 or 1943 liabilities.
This represents the maximum deviation of the actual liability as

roven by collections from tho estimate which the Treasury has made. -
his maximum deviation of receipts from estimated linbilities is only
1.8 percent of the estimated liabilities, and it is probable that the final
results are much closer to our cetimafe because of the fact that many
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‘:omons liquidated more than half of their unremitted tax during
March and April of 1944, If we have correctly estimated the liability
in respect of the unremitted taxes and if these taxpayers who paid
more than half of their taxes paid 322.5 million dollars more than
the amount absolutely due, or if refunds were underestimated by this
amount orif the two items total 322,5 million dollars, our estimate is
right on the nose.
The material is summarized as follows:

Comparison of receipls in respoct of calendar year 1948 liabilities with eslimated
calendar year 1943 liabilities
{Million dollars]

Estimated calendar year 1943 liabilities:
Additions to the 1943 liability caused by transition to the

pay-as-you-go basis:

1942 liabilities where larger than 1943 liabilities. . _ . 835. 0
Unremitted portion of the liabilities for the lower of

the.calendar year 1942 or 1943 liabilities_ ... .. 2,203. 2

Total additions._.._._ .. ... . __ ... 3, 038. 2

1943 liabilities. ... ... .. ... ... 15, 310. 1

L Total estimated 1943 liabilities. . ... ... _ ... .. _ . ______ 18, 348. 3
ess:

Amounts collected through witholdings on salaries and

wages during the calendar year 1943 __ . ______._ __ 6, 121. 5
Total amounts paid in connection with 1943 declarations

of estimated tax_ .. ... .. ____ .. __._..... 4, 486. 1

Payments in respect of calendar year 1942 incomes. .. 4, 930. 4

Iinal payments made in connection with returns due in
March 1944 (including payments made in April by
persons receiving a 30-day extension in the time of
filing returns) - - ... _ ... 2, 510. 2

Total receipts through April 1944 in respect of calendar
year 1943 Nabilities. .. _ ... L. 18, 048. 2

Amount by which total estimated calendar year 1943 liabilities
exceed receipts through April 1944 in respect of calendar year
1943 Mabilities. oo . . ieaoioo 300. 1

Estimated refunds of 479.0 million dollars resulting from excess
withholdings on salaries and wages in calendar year 1943 or from
overpayments made in connection with calendar year 1942 returns
or calendar year 1943 declarations must be subtracted from the
actual receipts through April 1944 to obtain the receipts which
actually liquidate calendar gear 1943 liabilities. This leaves 779.1
million dollars to be received by March 1945. Assuming our estimates
of the unremitted tax to be correct, one-half or 1,101.6 million dollars
of the unremitted tax could be postponed until March 1945. There-
foro the maximum deviation of the receipts from the estimates is
322.5 million dollars. -However, some taxpayers paid more than
one-half of their unremitted tax in March 1944. It is also possible
that refunds are higher than estimated. If any combination of these
two factors, the amount by which taxpayers paid more than one-half
of their unremitted tax plus any underestimate of refunds, is equal to
322.5 million dollars, the estimate is precisely correct.

Senator VANpENBERG. That is a;very dovastntinﬁ answer.

How do you think the clectiop is coming out? [Laughter.]

Mr. Brouen. I would like to add a few words to what Mr. O’Don-

oy
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The Treasury has been, in recent years—I wouldn’t say
“charged”——

Senator VANDENBERG. Accused.

Mr. Brovan. “Congratulated,” perhaps, should have been used—
of having éstimated conservatively.

Now,% think that many people have failed to separate the two
factors which have been mentioned here in the last few minutes,
namely, that when you are estimating the revenue from the changes
in a tax bill, you have to base your estimates on some assumed level
of business and level of incomes, and so on. '

Now, in the past few years incomes have been going up very
rapidly, and they went up somewhat more rapidly in some cases
than the estimates assumed. But such a failure to estimate accu-
rately the rise in national income has nothing to do with failure to
estimate correctly the effects which changes in the law would pro-
duce. But in public discussions at times there has been a failure to
distinguish those two things.

Senator VanpeNBERG. I think that is p fair statement.

Mr. BureEess. Since attention has been directed to the increased
tax burden in the upper income brackets I think it might be helpful
if we went into that further.

There has been distributed to you this pamphlet labeled “Burden
Tables,” which contains the tax burdens under the Revenue Act of
ll){)ﬁZ as well as that under the Revenue Act of 1943 and the House

ill,
(The tables referred to are as follows:)

BurpeN TasLeEs (NeT INcOME LEVELS)

TasLe XII.—Income and Viclory tax under Revenue Acls of 1942 and 1943, com-
pared with total tax under House bill, H. R, 4646

S8INGLE PERSON WITH NO DEPENDENTS

Increaso or de-
Tax Etfective rate (percent) crease (~)
Net mooma before ° o
éxemption Revenuo | Revenue Rovenus | Revenuo ver/ ver
Actof | Aot of I}é}g Actof | Actof 1164% Rxg?:)‘f“’ R.f.Zf'é‘z“’
1942 1943 1042 1043 1042 1843
$0 $0 $0 0 0 0 $0 $0
3 5 0.6 1.0 1.1 3 1
7 10 12 1.3 1.8 2.2 ] 2
11 16 17 1.9 2.6 3.0 6 R 2
17 20 2.8 3.3 3.8 6 3
51 64 58 0.8 7.2 7.7 7 1
62 85 7.8 8.1 8.6 7 4
107 110 115 10.7 11.0 1.5 8 )
162 154 161 12.7 12.8 13.4 9 7
220 221 230 14,7 14.7 15.3 10 [}
288 288 200 16.0 16.0 16.6 11 11
333 345 16.7 16.7 17.3 12 12
48 445 460 17.8 17.8 18.4 14 18
574 571 585 10.1 10.0 19.5 11 14
829 825 835 20,7 20.6 20.9 1] 10
1,105 1,008 1,105 2.1 2.0 22.1 0 7
1,401 1,391 »395 23.4 23.2 23.3 -6 4
1,718 1,705 1,705 24.5 4.4 4.4 ~-11 0
2,052 2 3 25,7 25.6 25.4 -17 ~3
2408 | 2301 3 28| 20.0| 265 ~-2 -0
2,783 2,705 2,755 27.8 a7 27.6 —28 =10
4, 968 4,031 4, 3.1 32.90 32.9 -38 -1
7,628 | 7,548 ! 38 1 37,7 37.9 —46 32
10, 644 10, 525 10, 590 42.6 42.1 42. 4 -54
13,858 13, 696 13,795 46.2 48.7 40.0 -03 09
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TapLe XII.—Income and Viclory tax under Revenue Acts of 1942 and 1943, com- -
pared with total tax under House bill, H. R. 4646—Continued

, Increasoe or des
Tax Efteotive rate (pereent) crense (—)
Net income before O
exemption Rovenue | Revenue IoR Revenuoe | Rovenue H.R lle?gﬁge n&'ﬁfm
Act of Act of 4646 Act of Act of e Act of Act of

1042 1043 1042 1943 1042 1043
$20,400 | $20, 580 5.7 51.0 515 —~$112 $180
27,643 27,015 56. 1 55.1 55.9 - 113 402
35, 054 35, 730 59.7 58. 4 50.6 ~68 6069
42, 880 43,816 02.6 61.3 62.6 —24 035
50,998 52, 200 085.2 a3.7 65.3 21 1,202
59, 416 07.6 60.0 07 15 1, 469
68, 040 09, 870 69.7 8.0 6.9 205 1,830

112,100 | 115, 76.6 4.8 77.2 927 3,

157,353 | 162,335 80.4 8.7 81.2 1,154 5,
203,015 | 209, 83,2 R1L2 83.7 1,376 6,336
431,348 | 444,350 85. 4 86.3 89 2,487 13,002
850,081 | 075,000 89,9 88.0 90.0 500 15,310

888,015 { 900, 000 90.0 88.8 90.0 500 11,

1,800, 1, 80, 000 90.0 90.0 90.0 800

4, 500,000 {4, , 000 99.0 90.0 9.0 500 0

TabLg XI11.-~Income and Victory tax under Revenue Acls of 1942 and 1943, com-
pared with total tax under House bill, H. R. 4646

MARRIED PERSON WITH NO DEPENDENTS

Tax Effective rate (percent) lngggssg ?:;le'
Net income before
exemption Revenue | Revenuo H.R Revenue | Revenue HR R(())vﬁ:'uo Rg\%?\rue
Act of Act of 46469 Act of Act of 1646 Actof | Actof
10421 | 10431 1942 1043 1043 1043
$500. i 30 $0 $0 0 0 0 $0 $0
b 1.3 SR 0 0 0 1] )] .2 1 1
PO 0 0 2 0 0 .4 2 2
[ 3.7 { TR 0 0 2 0 0 .3 2 2
e creereaaeaaaan 1 1 3 2 .2 .8 2 2
$750. .. 6 [ 8 .8 .8 L1 2 2
00. 8 8 9 L0 1.0 L1l 1 1
$1,000 16 15 16 1.5 1.6 1.5 0 0
1,200 21 21 61 1.8 1.8 5.1 40 40
1,600, 79 88 130 5.3 5.0 8.7 51 42
1,300 144 165 1 8.0 R.6 111 65
,000. 188 45 v 0.4 10.0 12.3 87 45
$2,600...0ccceaiaan.. 207 312 360 11.9 12,6 14.4 |- 63 48
$3,000... ..o iooon. 405 4 476 13.6 4.1 15.8 70 52
$4000..........oo.... 47 a7 725 10.2 16.8 18.1 18 54
$5000. ... .ooene 894 976 17.9 18.5 10.5 81 51
g.ooo. ........ 1,173 1,200 1,266 19.6 20.2 21.1 92 56
000, .l 1,461 1,503 1,558 20.9 21.5 2.2 94 b2
,000. . ..o 1,780 1,828 1,886 22,3 22.9 23.6 105 87
000, . .cooanaianans 2,107 2, 161 2,215 23. 4 24.0 24.6 108
10,000, ... oconennnnn 2,467 2, b 2,585 4.7 25.3 25.9 118
$16,000. ... ....._... 4,533 4,017 4,605 30.2 30.8 313 162 8
20,000 .. .. ... 71 g, 1 7,315 35,5 35.9 36.6 216 131
26000, ..o 10,035 10, 119 10, 208 40.1 40.5 41.2 260 178
,000. 13,185 13, 269 13,485 4.0 44,2 45.0 300 218
,000 19, 847 19,931 20, 235 49.6 49.8 50.6 388 304
,000 27,075 21, 7, 51.2 54.1 55.2 510 525
,000 34, T 34, 557 35,3 53.0 57.6 58.9 561 798
,000. 42,814 42,355 | 43,425 01.2 60.5 62.0 611 1,070
,000 , 133 50, 452 s 63.9 63.1 64.7 1,343
000 69, 753 58,840 ) 66.4 85.4 67.2 712 1,618
100,000.727200C 584 | 67,450 , 4 68.6 67.5 60,4 851 1,076
180,000. ... .. 113,838 | 111,601 | 115,413 75.9 74.4 76.9 1,877 3,814
,000........ 160,092 | 156, 744 ) 80.0 78.4 81.0 1,813 5, 161
,000......... 858 | 202,399 , 8 82.7 81.0 83.6 03 6,4
,000..... ... 440,747 | 430,732 | 443,805 88.1 88,1 88.8 3,148 13,163
50,000... ...... 074,000 | 059,085 | 676,000 89.9 87.0 90,0 1,000 18,
1,000,000 899,000 | - 887,300 | 89.9. 88.7 90.0 ] . 1,000 12, 601
,000,000. {1, 769, 000 |1, 800, 000 |1, 800.N0O 9.0 90.0 90.0 1,000 .
,000,000 . .......... 4, 409, 000 [4, 500, 000 {4, 500, 000 60.0 0.0 90.0 1,000
h

1 Victory tax computed on a gross income o«gxal to 10/9of net { A only 1sj as income—
to derive minfmum amount of tax where both husband and wife have incomes, subtract $19 from tho tax

shown,

2 Assumes only 1 spouse has incomo—to derive minimum amount of tax where both husband and' wife
have {ncomes, subtract $16 from the tax shown,
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TasLe XIV.—Income and Viclory tax under Revenue Aets of 1942 and 1948, com-
pared with total tax under House bill, H, R. 4646

MARRIED PERSONS WITH TWO DEPENDENTS

Increase or do-
Tax Eftective rate (percent) creaso (—)
Net fncome before
exemption Revenue | Revonue| yy p | Revenue| Revonue o p Rt?v‘e?{uo R?v‘;:exxl‘ue
Act o'l Act oll 4616 Act of Act of 1610 Act of Act of

1942 1043 1942 1043 ' 1042 1043
$0 )] $0 0 0 0 $0 $0
0 0 1 1] 0 1) 0 0
0 0 2 0 0 0 0 0
0 0 2 0 0 Q 0
1 1 3 .2 .2 .5 2 2
[ 6 8 .8 .8 1.1 2 2
7 8 .9 .9 1.0 1.1 2 1
14 13 15 1.4 L5 1.5 1 0
20 21 21 1.7 1.8 1.8 1 0
2 31 30 1.9 2.1 2.0 1 -1
39 41 39 2.1 2.3 2.2 [1] -2
58 07 45 2.9 3.3 2.3 —-13 -22
159 179 160 6.4 7.1 6.4 1 ~19
267 200 25 8.9 9.7 9.2 8 —16
-483 517 505 12.1 12.9 12.6 20 -12
730 770 755 14.6 15.4 15.1 25 —15
979 1,027 1,005 16.3 17.1 16.8 26 —23
1, 1,321 1,205 18.1 18,0 18.5 31 -2
1,553 1,618 1, 19. 4 20.2 10.8 32 -~33
1,870 1,951 1,018 20.9 2L7 21.3 38 ~36
2, 289 2, 45 2.1 22.9 22.5 37 —~44
, 207 4,323 4, 28.0 28.8 28.4 58 —58
6,693 6,820 6, 785 33.5 34.1 3.9 92 —35
9, 574 8,713 9, 705 38.3 38.0 38.8 131 -8
12,603 12,842 12.865 42.3 42.8 42.9 172 P4
19, 290 19, 462 19, 545 48.2 48,7 48.9 255 83
26, 392 26, 577 28,865 52.8 53,2 63.7 473 288
34,000 . 053 34, 6056 50.8 56.8 57.7 1 516 552
42,089 41,830 42,845 60. 1 59.8 60.9 . 550 815
80, 387 49, 906 50, 985 63.0 62. 4 83.7 508 1,078
,000 .. 58, 986 58, 282 59, 625 35.6 64.8 6.3 639 1,343

2100,000.. 67, 803 66, 878 08, 505 67.8 06.9 68.6 762 1,
150,000 113,043 | 111,006 | 114,525 75. 4 74.0 70. 4 1,482 3,519
$200,000. 150, 283 156,135 | 161,005 70.8 78.1 80.5 )7 4,870
$250,000 208,042 | 201,783 | 207,085 82.4 80.7 83.2 1,943 0. 202
$500,000 430,931 | 430,110 | 442,085 88.0 86.0 88.6 3,054 12,869
760,000 .} 673,800 | 638,449 | 675,000 £0,8 87.8 90.0 1,200 16, 581
1,000,000... . - .| 898,800 | 886,783 | 000,000 80.0 887 90.0 1,200 13,217
2,000,000.. ... 11,798, 800 {1, 800,000 |1, 800, 000 89.9 90.0 90.0 1,200 0
$5,000,000.........._ 4, 498, 800 |4, 500,000 |4, 500, 9.0 90.0 90.0 1, 200 0

1

t Victory tax computed on a gross income equal to 196 of net

A only 1 8J has |
to derive minimum smount of tax where both hushand and wife have incomes subtract $19 from the tax

shown.
? Assumes only’ 1 spouse has income. To derlve minimum awmount o ftax where both husband and wife

have incomes su

tract $15 from tho tax shown.
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BurbeN TaprLes (Gross IncomMe LEVELS)
TasLe XV.—Tax under eupflement T of the Revenue Acts of 1942 and 1948, com-
pared wzt that under House bill, H. R. 464
BINGLE PERSONS WITH NO DEPENDENTS
Increase or de-
Tax Effective rate (percent) crease (—
Qross fncome - Revenus R olr o Over Over
venuo even evenu Svenu
Actof | Actot | Tzl | “Actor”| “Acter H.R. | Rovenue | Rovenuo
1042 1943 1042 1043 1049 1043 .
................. $0 $0, $0 0 0 0 $0 50
S S 1 1 .2 .2 0 -1 -1
0. eniemaneeeee 4 5 1 7 .0 0 -3 —4
$576. o iaien- 7 10 1.2 1.7 1.2 -0 -3
;(7300.- ....... 11 14 12 1.8 2.3 2.0 1 -2
00, - - eoaeanene 31 35 32 4.4 5.0 4.6 1 -3
00 - ineeemaennn 56 6.6 7.0 0.6 0 -3
- 73 77 74 8.1 8.¢ 8.2 1 -3
1,000, - o oieaoes 04 07 95 9.4 9.7 9.5 1 -2
1,100, - o oeeaan 116 118 115 10.6 10.7 10.5 0 -3
1,200 137 139 130 11.4 11.8 1.3 -1 -3
$1,300 .8 160 157 12.1 12.3 12,1 0 -3
$1,400 178 181 177 12.7 12.9 12.6 -1 —4
1,500 200 202 198 13.3 13.5 13.2 -2 —4
$1,600 221 23 219 13.8 13.9 13,7 -2 —4
1,700 241 244 239 14.2 14.4 4.1 -2 -5
1,800 262 264 260 14.6 1.7 14.4 -2 —4
$1,000 ..o 285 281 15.0 -16.0 14.8 -3 -4
€200, .o ieaoan 305 300 302 16.3 16.3 16.1 -3 —4 \
$2,100. 325 327 32 15.6 16.6 15.3 -3 -5
$2,200. 347 348 343 15.8 15.8 16.6 ~4 -5
$2,300.. 368 360 364 16.0 16.0 15.8 ~4 —6
$2,400.. 9 300 18.2 16.3 16.0 b -8
42,500 410 410 405 16.4 16.4 16.2 ~b -5
$2,600.. 431 431 426 16.6 16.0 16.4 -5 -5
$2,700.. 446 16.8 16.8 16,5 -8 ~8
,800. . 468 171+ 170 16.7 -10 -9
2,000. - 400 17.3 17.3 16.9 -11 —~11
,000. . 313 IR RO V'3 OV S
$3,200. 861 |- il 17.
g.«)o 806 1. i 17,
1600 651 oo ]oeaeeaanen 18.
$3,800 696 [ ooooifeecieaaan 18.
g,ooo ......... (U SRR U 18.
000 oL 86 oo et 18,
4,400, el <1 8 TSN RSO 18.
gaoo .......... 876 .o eeene 19,
T NURRRUUUN SRR AR (-1 IO IO 10.2
$4,000 s 043 | feeemeenns 19.2
R 1 Under both the Revenue Act of 1942 and the Revenue Act of 1943, supplement T fs limited to gross
incomes under.$3,000. *
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TasLe XVI.—~Taz under supplement T of the Revenue Acts of 1942 and 1948, com-
: pared with that under House bill, H, R. /6486

MARRIED PERSONS WITH NO DEPENDENTS

Increase or de-
Tax Eftoctive rate (percent) orenso (—)
Qross income
Rovenuo | Reventie Revenue | Revenue Over | Over
avret | “Aetor | mR | “Rotor | Actof | TR | BRI Revenilo

0421 | 10431 1042 | 1043 A oo

1942 1943
$550 $0 $0 $0 $0 $0 0 0 $0
$575. .. 0 0 1 0 0 .2 1 1
$600 0 0 2 0 0 -3 2 2
£625 0 0 2 0 0 .3 2 2
1050 1 1 3 .2 .2 ] 2 2
1675 . . 2 2 4 -3 .3 .6 2 2
700 2 3 4 .3 .4 .0 2 1
. 5 6 7 .6 .8 9 2 1
. 8 9 10 .9 1.0 1.1 2 1
1,000 11 12 12 11 1.2 1.2 1 0
$1,100. 14 16 15 1.3 1.4 1.4 1 0
1,200 cneonneeann 17 18 36 1.4 1.5 3.0 18
1,300 aaaes 24 k14 57 1.9 2.1 4.4 30
1,400 ..ol llas 10 n 2.9 3.4 5.5 20
$1,500.. 1 00 69 98 4.0 1.6 6.5 29
1,600 - 80 % 119 5.0 5.6 7.4 xR
1,700,000 100 1 139 5.9 6.5 82 29
1,800 ...cooeaaes 120 13t 6.7 7.3 8.9 20
1,000, ...t 141 152 181 7.4 8.0 9.5 29
2,000, - .o.oiaianan 161 173 2 8.1 8.7 10.1 29
$2,100. 181 194 8.6 9.2 0.6 2
$2,200. 215 243 9.2 9.8 1.9 28
$2,300. 222 236 264 9.7 10.3 1.5 23
82,% 242 257 284 10.1 10.7 1L.8 27
42, 263 an 305 10.5 1.1 12.2 =
$2,600 298 320 10.9 1.5 12.5 23
$2,700 319 346 1.2 11.8 12.8 21
$2,800. 340 307 1.5 12.1 13.1 2
2,000. 361 11.9 12.4 13.4 P44
000 e 137 | e
L I B L it 1.2 4. e
83,400 ... oooiaiiii e M8 e
$3,600. .. ceciaaiiaan] s e 15.0 |
$3,800. .. Cusieceeeee e 1. 3 [

$4,000.. 156.3 |- e

$4,200. ... oeiiiine]eneae T 2 T P B
$4,400.... 104 Jooeoiovnii]onennnnnns
£4,600... 18.7 |ocneenancieeinans
$4,800.... 189 |oooeonioifenneiannas
$4,000. . ..o eonaanan | R B

1 Assumes only 1 slguse has {ncome. :';‘6 derivo-the minimum amount of tax where hoth hushand
and wife have fncomés subtract $19 fromi’ tho tax'shown. Undér both the Revenue Act of 1942 and the

Revenue Act of 1943 supplement T is limited to gross incomes under $3,000.
1 Assumes only 1 spouse has income. To derlve the minimum amount of tax where both husband and

wife have incomes subtract $15 from the tax shown.
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Tasre XVIL—Tax under su;:plemeut T

compared wil

that under

%
Jouse bill, H. R. 4646

the Revenue Acls of 1942 and 1943,

MARRIED PERSONS WITH 2 DEPENDENTS

Tax Effective rate (pereont) Ing:gggg E’f_;l"‘
Uruass irvcome R R R R " Over Over
ovenue | Rovenue ovenue | Revenuo
Kotol | “Astor | Yl | “Actol | “Actor | T |Tigvonse) Revenyo
10421 10431 194 1043 1042 1043
$550 30 $0 $0 0 0 0 $0 $0
$576 0 0 1 0 0 .2 1 1
600. 0 0 2 0 0 .3 2 2
8625. 0 [ 2 ] 0 .3 2 -2
650 1 1 3 .2 .2 .5 2 2
$700. . ... 2 3 4 .3 .4 .8 2 1
£300.... ... 5 6 7 .8 .8 .9 2 1
900 . . . 8 9 10 .9 1.0 1.1 2 1
$1,000.. ... 1t 12 12 11 L2 1.2 1 0
1,100.... 13 15 15 1.2 1.4 1.4 2 0
1,200... 16 18 18 1.3 1.5 1.5 2 0
1,300.... 19 21 20 1.5 16 1.5 1 -1
1,400, . .oz 24 2 1.6 17 1.6 1 ~1
$1,500 25 277 20 L7 1.8 L7 1 -1
$1,600. .. 27 30 20 1.7 1.9 1.8 2 -1
$1,760. 40 33 31 1.8 1.9 .8 1 -2
31,800, 33 36 34 1.8 2.0 1.9 1 -2
$1,000 - 36 39 87 1.9 2.1 L9 1 —3
2,000 39 42 39 2.0 2.1 2.0 0 ~3
2,100 4 0l 42 2.3 2.9 2.0 -8 ~19
$2,200 65 32 45 3.0 3.7 2.0 -20 —37
$2,300 88 103 04 3.7 4.5 2.8 —21 -39
$2,400.. 105 124 84 4.4 5.2 3.5 =21 ~40
$2,500. 126 144 105 5.0 5.8 4.2 21 -39
$2,600.. 145 165 126 50 6.3 4.8
$2,700. 165 186 146 6.1 8.9 5.4
$2,800..ccccmemiiuann 185 207 167 6.6 7.4 6.0
g,()()().. ..... 148 7.1 7.0 6.5
000+ eee oo feee e eeceas 7.0
$3,200. ... s 7.9
$3400.... .. 8.0
g.ﬁw,. ..... 9.3
,800. ..ot 0.9
$4,000.. 10. 8
g,mo 1.0
,400 1.4
$4,600 11.9
$4,800 12.3
$4,900 12,5

1 Assumes only 1 spouse has income, To derive the minfmum amount of tax where both husband and
wife have incomes, subtract $10 from the taxshown. Under both the Revenue Act of 1942 and the Revenue
Act of 1943, supplement T s Himited to gross incomes under $3,000

2 Assunes only 1 spouse has income. To derive the min

wife have incomes, subtract $15 from the tax shown,

imum amount of tax where both husband and
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- You can sce from these tables the redvetion in tax in those upper
brackets that was made by the Rovenue Act of 1943, The tax burden
Erior to the Revenue Act of 1943 is in effect, restored by the House

ill in these upper income brackets. Of course, it was impossible to
restore the exact.amount'but we have approximated it. -

And I think it should be pointed out too that the Revenue Act of
1943 was first effective with respect to 1944 incomes. The House bill
is first effective with respect to 1944 incomes. Therefore the income
tax rates of the Revenue Act of 1943 will never be effective and the
rates in this bill take the place of those in the Revenue Act of 1943,

Senator VANDENBERG. That raises tho fundamental question which
I approached yesterday. In the name of simplification you are chang-
ing the tax rate for this present year for overy taxpayer in the United
States. Is that simplification? Now, if you have to do it in order to
save your ultimate position, O. K., but I do not understand why you
apply these new rates to the current year.

Mr, Stam. The answer to that is that everybody seems to be of the
impression that we ought to get this simplified plan into effect as soon
as possible,

Senator Vanpenpera. Well, the simplification doesn’t go into
effect until January 1, 1945. ‘

Mr, Stam. No; simplification does go into effect with respeet to the
tax on 1944 incomes. The only thing that we don’t put into effect is
the withholding tables, which go into effect January 1, 1945, But so
far as the taxpayers are concerned they have to file their final roeturns,
and taking advantage of these short forms, and so forth, why, they
will get the full advantage of that when they make their final returns
for 1044 on March 15, 1945. The farmer, for oxample, who under
present law would have to make an estimate on December 15 of 1944,
under this new bill will not be required to make an estimate until
January 15, 1945, or they won't have to make any estimate at all if
they make their final income tax return by January 15,

Now, unless these provisions were made effective with respect to
1944 incomes we wouldn’t get this system into effect until persons
filed their returns in 1946 for 1945, and everybedy seems to be clamor-
ing for simplification immediately, and so it was thought best to put
the system into effect as soon-as possible.

Now, there are a lot of offsetting factors between different groups
and between individuals as to the%)m'don.' Some people when they
are through will find that their tax is about the same, because of
their deductions, for example, which never did exceed more than 6 or
7 percent of their income, and under thig new plan they are allowed
a flat 10 percent.

So I don’t think the increased burden is going to bo very heavy.
And, of course, in a lot of cases there will be a reduction in tax. Itis
going to help the person with a lot of dependents.

The only thought that the group had in mind in making it retro-
active for 1944 was to give the advantage or benefit of this simplified
method for the 1944 final returns,

Senator VanbenpErg. If that is necessary, O. K. “You know
whether it is necessary or not. But so far as the psychology of the
thing is concerned, it seems upside down to me. You are rushing
this simplification through in order to alleviate the headaches when
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the taxpayers have just finished trying to figure out their 1944 income
tax roturns. Now you say thoy can tear that up and start over
again. )

ng. Stam. They will still have their headaches when they have to
file their final roturn in 1945, and that is what we are trying to
eliminate.

Senator MirLiken, May I ask a question?

If you retained all the decreases in the earlier schedules and elim-
inated the increases in the higher bracket-schedules, how much loss of
revenue would there be?

Mr. Buncess. Let me give you an example of the possible revenue
loss. As you know, we were instructed to devise a simplification
scheme that would maintain existing burdens and existing taxpayers
so far as possible, and we did our best to do exactly that. Any
variation from the rates and exemptions of the House bill would lose
or gain taxpayers or lose or gain revenue.

Now, some objection was made by a few members of the Ways and
Means Committee to the increases in tax in the upper braockets, and
they asked us-to develop an alternative surtax schedule which would
eliminate most of those increases. We did develop such a schedule
and brought it in. We did not recommend it but we said, “Here is a
schedule which will do that.” It lost approximately $75,000,000 of
revenue in addition to the $60,000,000 lost under the bill. The total
loss would therefore have been in the neighborhood of $135,000,000.
Moreover, it was not a smooth schedule. The increases in rates were
very irregular from bracket to bracket; the changes in tax, though
not large, went from a decrease in one bracket to an increase in the
next, and back again to a decrease. Hence, the alternative schedule
. was unsatisfactory. :

. It was just impossible to devise an alternative schedule which
would eliminate the increases in the upper income brackets and still
maintain the revenue while avoiding substantial increases for the
lower incomes. This was the best we could develop.

Senator MrLuikiN. Did that discussion contemplate maintaining
the decreases and eliminating only the increases?

Mz, Burcess. Yes, sir; it did.
| Sc‘;nator MivLikin, And it resulted in about $75,000,000 further
088 .

Mr. Buraess. Yes, sir.

Senator MiLuikiN. The principal objection seemed to be that it
made an unsmooth table?

Mr. Buraess. Yes, Senator Millikin; and further, that it resulted .
in a substantial loss of revenue.

Senator MiLLikiN. Were there any injustices in the unsmoothness
of the table? .

Mr. Burcess. Indeed there were. For example, g single person
with a $20,000 income would have an increase of $17 in tax, while a
single person with a $30,000 income would have a decrease of $16 in
tax under the alternative schedule we developed. There were in-
justices of that sort, , . . )

I think you might be interested in looking at table XII in the group
that has just been distributed. Look for example at the $100,000
income. You will find that under the Revenue Act of 1942 the tax
was $69,665. Under the Rovenue Act of 1943 the tax was reduced to
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$68,040. That was a decrease of $1,626, The House bill levies a tax
of $69,870. In the next to the last column you will find the increaso
or decrease of the House bill tax over the burden of the Rovenue Act
of 19042. The increase thero is only $205; while the increase over the
Rovenue Act of 1943 is $1,830 as shown in the last column,

Let us run down to the $750,000 income, where a comparison with
the Revenue Act of 1943 shows the substantinl increaso of $15,319.
On the other hand, a comparison with the burden of the Revenue
Act of 1942 shows an increase of only $5600. That is an increase of
one-tenth of 1 percent in the effective rate of tax.

Senator Vanpennere. How much gross income would a man have
to have to have a net income of $25,0007

Mr. Buragess. It would depend first upon his deductions.

Senator VANDENBERG. Let us say n married man with one depend-
ent. H?ow much income would he have to have in order to net himself
$25,000 . .

- Mr. Burerss. Because we don’t know his deductions, let us take
the net income rather thon the gross income.

Senator VANDpENBERG. All right.

My, Bungess., At $60,000 of net income ho would have left $25,020
after taxes under the House bill, Senator Vandenberg.- That would
be the situation for a married person with no dependents.  You reelize
that the taxpayer might heve large deductions which would have the
effect of lowering his tax.

Senator Vanpensera. Yes. You still haven’t quite hit the target.

Mr. Seanm. Of course, this bill does have o ceiling. This bill does
retein the 90-pereent ceiling.

Senator VANDENBERG. Yes.

Mr. Burgess. I think thet completes the burden tables, unless you
would like to have me take up some other femily status.

The Cuamrman. In this bill there is an increase in. the capital gains,
short term, of 3 percent; isn’t that right?

Mr. Sraa. On the short term there is.

The Cuairman. That results from the fact that the Victory tax is
not applied to the capitol gains.

Mr. Sraa. To the capital geins.

The CaarrmMaN. Yes.

Mr. Stam. And the reason why the Victory tax didn’t apply was
due to, somewhat, the administrative difficulties of offsetting losses
against the gains, and the Victory tax, being a separate tax all by
itself, it was thought we wouldn’t bring in. that complication of capital
gains; but short-ferm capital geins have always beon regarded as a
part of the income subject to the normal and surtax rates, and there-
fore, when we increased the surtax naturally that increased the tax
on all income, including short-term capital gains.

Senator Byrp. What is the long-term, 18 months?

Mr. Stam. Assets held over 6 months. Of course, the ceiling,
under the present law, on long-terin, is 25 percent, and that is not

.

increased by this bill.

Senator Byrp. That is taxed separately?
- Mr. Stam. The total tax on the capital gain cdnnot exceed 25
percent,

Now, I think the Treasury may want to make a statement.  You
know, we all worked together on this simplification bill.  And then
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I think the Bureau of Internal Revenue could explain somewhat these
lfi(i;'ms that are going to be used, showing just what the form looks

c.

The CuamrmMan., We will have to take that up in strict executive
session because I understand these forms are not final yet..

Mr. Stam. That is right.

The CunairmMaN. But we will hear any statement the Treasury
wishes to make.

Mr., Surrgy. I don't think it is necessary to delay the committee
with any general statement. .

The House Ways and Means Committee set down tho policy which
they wanted followed in preparing the simplification bill. They
stated that they wanted simplification, but that under the simplifica-
tion they wanted to retain the same number of taxpayers as existed
under the present law, they wanted to retain the same revenue, and
also wanted to retain about the same burden in each individual case.

Those were the policy standards set down by the House Ways and
Means. Working under those policy standards the Treasury, Bureau
of Internal Revenue, and joint staff prepared a simplification plan.
The plan does meet, we feel, the standards set down by the House
Ways and Means Committee. Under those standards you are bound
to come out with the small plus and minus factors that Mr. Burgess
stated, beeause the simplification ranges over a tremendously wide
area. It covers exemptions, dependents, charitable contributions,
medical expenses, and so on.  You are bound to come out with some
changes in the individual picture, but those changes were held at a
minitnum in accordance with the policies set forth by the Ways and
Means Committee.

Now, with respect to your question, Senator Vandenberg, the Ways
and Means Comittee desired—and the Treasury and the Bureau are
in agreement—that this simplification be in effect with respect to the
returns to be filed next March 15. In other words, we didn’t want
only the long range benefit. We didn’t want all the difficultics that
we experienced this March 15, .

The essence of the simplification lies in a few fundamental changes,
principally in a very simple tax table for people under $5,000. ith
this simple tax table it is possible for the collectors to compute the
tax for the great bulk of the wage earners in the country, and it is also
possible for those who are not wage earners to avoid any computation
of the tax, That simple table, however, depends upon the adoption
of a per capita system of exemptions, the integration of the Victory
tax into the normal and surtax, and the allowance of a 10 percent
standard deduction. Under that standard allowance you are able at
one stroke to eliminate most of the questions that arise with respect
to deductions,
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. Now, you cannot have the simplification which this bill achieves
without making those changes. Consequently, if you want the
-simplification in effect next March 15, if you want to avoid all the
difficulties experienced with respect to the returns filed this March 15,
‘tao substantive provisions to permit that simplification have to go
H iito offect for this year'’s tax liability, We in the Treasury believe

that the simplification is necessary and should go into effect as soon
as possible. -

With regard to people making estimates of their taxes, naturally
they are the only ones affectod immediately, in the sense that they
made their first estimate under the old law, but the variations are
not -enough to inconvenience them, and there isn’t any penalty
involved. They are protected whother they estimate on the basis
of the 1943 act or whether they estimate on the basis of the changes
produced by this simplification law. I don’t think there will be much
inconvenionce with respeet to those people. Their estimate is an
estimate anyway, within the margin allowed, and they have to
prepare their final return next March.

Tho CuarrmaN. When is the change in the withholding going to
take cffect?

Mr. Surrey. The change in the withholding does not go into
effect until next vear, January 1.

The two Frincipal changes in withholding are, in effect, to graduate
the withholding to cover the second surtax bracket as well as the
first and make the withholding complete up to at least $5,000. It
was thought desirable to postpone that change until next year so as
not to inconvenience emplovers at this time.

The other change in withholding is a more refined set of tables
that make the withholding deductions come out much closer to the
final tax linbility, because in effect the withholding tables are the
final tax table broken down for pay-roll periods.

It was thought desirable to postpone those changes until January 1
to avoid a great deal of confusion on the part of employers.

Senator VaNpENBERG. Without regard to the criteria laid down by
the Ways and Means Committee, is the Treasury prepared to say
whether it recommends this bill or not?

Mr. Surrey. Without regard to the criteria?

Senator VANDENBERG. Yes.

Mr. Surrey. The Treasury recommends this bill under those
criteria. The only part of the criteria that is at all pertinent, I think,
to the question of simplification, is the maintenance of exactly the
same number of taxpayers.

You recall that last year the Treasury would have been prepared,
in the interest of simplification, to drop the 9 or 10 million taxpayers
at the bottom of the rolls. People differ on those things. But the




54 SIMPLIFIED INCOMB-FAX RETURN

difference is certainly not sufficient to influence the whole matter.
The Treasury, therefore, went right along with the policy of the
Ways and Means Committeco and prepared this bill in accordance
with their policy.

Senator Vanpensera. Well, that does not quite answer the
quest,ion. i would like to know whether the Treasury would vote
‘‘yes” on this bill if it were the Ways and Means Committee.

Mr. Surkey. The Treasury, if it were the Ways and Means Com-
mittee, might huve dropped those 10,000,000 taxpayers.

Senator VanpenBenra. If the Treasury Department wore to con-
fl!'on(i t-lilm same question we confront, would it vote ““yes” or “no” on
this bill?

Mr. Suruey. I think the Treasury would votoe “‘yes’ on tho bill,

Senator Raporirre. The statement was made that the compatison
would be with 1942 rather than with 1943, I notice in this table on
incomes between $6,000 and $80,000 there would be some reduction
in this bill as compared with 1942. Did you have that consciously
in mind at the time, to try to got back, somewhat, to 1942? In other
words, this bill reduces the taxes, in the higher brackets, botween
$6,000 and $80,000, over 1942, Were you trying to eliminate tho
changes you had in mind in 1943 and get back somewhat to tho 1942
standard?

My, Butctss, That does happen in the case of o single person. 1t
does not happen in the case of a married person with one dependoit
and with more than one dependent. One cannot deviso a scheduto
of rates which will result in equal decreases or increases in tax for
people of different family status. Weo have changed the exemptions
and adopted this por capita exemption system, which does treat per-
sons of different family status in a different manner with respect
to their tax burdens. That is incidental, I would say; it was not
purposeful at all. It just happened that way and could not be avdided
under the per capita éxemption system,

Senator Rapcrirrs. In other words, 51;otting back closer to the 1942
standard over 1943 was not purposeful but was in accordnnce with
your idea of simplification?

Mr. Burcess, In that area up to about $50,000 of net income it
was not purposcful.

Senator Rapcrirre. But it does work that way substantially.

Mr. Burceess. It does work that way in some instances.

Senator MILLikiN. Mr. Chairman, I would like to pursue a little
further my question of a while ago as to why it would be wrong or
unjust or not good tax policy to adopt a simple formula that no one’s
taxes shall be greater under this proposed simplification than under
" existing law.

I have pondered that thought quite a lot. I still don’t see why
that woulX be wrong tax policy. I would like to get further onlight-

enment on that.
Senator Rapcrirre. Would you go further and say you don’t
think anyone’s taxes should be reduced?
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Senator MiLLikiN. No. T have no complaint with the reduction.
My point gocs solely to increase. I am merely sgeking enlightenment.

at is wrong with that policy? - ‘

Mr. Buraess. For one thing, it is just impossible to devise a surtax
rate schedule which will do that. ‘

Senator MiLuikin. But the formula of alternative, whichover shall
be the greater or whichever shall be the lesser, is & well-known toch-
nique in tax law. Why can’t we have that formula here?

r. Buraess. It would add great complication to the tax com-
putation.

Senator MinLikin., It always adds complication and always makes
for injustices as between different peopre_ who are subject to the
operation of an alternative formula of that kind.

Mr. Buragss. That would mean, of course, that the taxpayer
would have to compute his tax under ¢ : House bill and again under
the Revenue Act of 1942, and then take the lesser.

Senator MiLLikiN. He computes his tax under the existing bill but
pays no more than under the old bill. 4

r. Burcess. But that means he would have to compute it both
ways.
. Senator Miuikin. I don’t think tho follows hib in these higher
brackets would object to that.

Mr. Brouvei.” We found it impossible to retain exactly the same
distribution of burden, It just cannot be done. You cannot get the
simplification which this bifl gives unless it i8 done this way.  As to
whether the committee wants to cut revenue several hundred million
dollays and thereby avoid increasing anybody’s taxes, that is a matier
very largely for the committee.

enator MiLLikiN. The estimate was 75 miflion.
_ Mur. Brouan. It is more than that because that applies only to the
higho: brackets.
‘ %gnntor Mivkin, In the formuls as proposed, someons said 76
million. -

Mr. Bunrcrss. That was just for the alternative scheduls, which cut
down the increases only in the upper brackots.

Senator Yanvensera. I would like to know the total figure of
ineroases under the bill and the total figure of deoreases, out of which
you get your final $60,000,000 net loss.

Mr. Brouon. You mean all tho peoplo that have increases, and
adding those increases together?

Senator VANDENBERG. You must have done that in order to arrive
at your $60,000,000 net loss.

Mr, O’'DonneLn. It wasn’t done that way. I shall insert in the
record at this point in my remarks two detailed tables which will give
you detailed estimates under present law and under H. R. 40646 for
the pivilian income recipionts.




56 SIMPLIFIED INCOME-TAX: RETURN "

Estimaled number of civitian fncome recipients incurring regular nel tncome laz,
their net income, surlaz nel income, and regular nel tncome lax under the Revenue
Acl of 1948, at levels of income estimated for the calendar year 1844

{Mouey amounts in thousands of dollars}

Famlilles whero only 1 spouse has gross | Persons qualifying as heads of famnilies
Incotne, under the law

Net hzcom)ecluss Numbe Numbe
$000, umber umber
climatie) | Net, | marln: | rufar (oLBAC|  Net | herlh | romie
reciplents come x| recipients come tax

1,608, 476] "320,088| ~"170, i8] ""310,610, 38 224 ""1i, 073
18,128, 817| 6, 610, 876, 1,257, 779 1,137} 003,712 410
10,282, 474) 5,577,316! 1,003, 714] 142,320 493,351] 257,911 49,044
7,438,372| 4, 784, 711| 052,762]  03,604] 422,567 207,331

: : 83, 183
Under 6. ...... 16, 320, 460,43, 120, 083/18, 677,370 3, 505, 243]  786,167] 2,130,243] 001, 435] 173, 680
116, 527
49,614

709, 513| 4,757, 218| 3,587, 318] 785,163 70,812) 539, 2341 420, 639
216, 260 3, 199, 505, 2,835 041; 860, 511 27,953) 418, 2881 370, 443
30,270 1,025,1371 970, 143] 430,824 4,843 100, 503] 158, 623 72,
6, 426,008] 412,331} 237, 508 1,3 88, 404 85,823 )

442
© 1,385 181,880| 178,3200 125,494 416|  80,00) 55,034| 38774
130 42.006) 41,112 33,1240 68| 21783 21,208 17,229

25; 18. 827 15,042 12,833 18 11,307 10,974 90, 364

5 6,801 6,231 5,60, 2] 2,017 1,777 1.648

904,015 ¢,054, 260 8,010,447, 2,407 187, 114, 439' 1,303, 704} 1,130, 508| 396,971
Grand total. .. |17, 203, 605‘52, 783, 3{3|20, 723,826, 6,092, 430 3,433, 947' 2, 031.943; 570, 651

900, 600
| | !

Famllies where both spouses have gross
fncome

Ordinary single persons and estates

Undert............. 2.8]0.617! 2,186,005| 405, 268 01,019 3,204,422] 2,678,220] 022,321 176,215
1-2 200,499 7,000, 367, 3, 263, 010, 715/ 7,769, 641{10, 677, 145{ 6, 324, 425{ 1,203,815
2-3 861,017, 2,001,703, 1,457,775] 277, 447] 1,029, 543} 2, 416,003] 1,839, 272} 350, 622
3 266,704]  614,073] 700,088 138,100] 278,033) ©54,733] 800, 145] 159, 267
4-5. 121,270, 515,031] 443,702 90,320| 169, 284] 720,050] 633,136] 130,400

Unders....... 1,365, 107 12, 744,079, 6,360,620 1,219, 710 12, 500, 923[17, 246, 820}10, 519, 209| 2, €20, 279

257,220 1,788,560 1,674,194) 360,133} 122,007 838,606| 771,421| 177,881
140,072 2,335, 637, 2,200,235] 700, 608 52,200; 700,034] 760,478 5

44,025 1,638,218 1,401,123; 686,502 11,840]  400,558] 401,325] 184,845

15,880 1,083, 272; 1,030,704] 600,217 3,008 204,547 200,4 151,900

5,810, 758,208 747,0645] 520,607 1,420{ 195,734} 103,454] 137,169

65 192, 636 73, 708 72, 380 58, 447

136,750 132, 508] 113,087 83 50, 604 49, 081 41,850

52| 81,177 60, 085 64,722 20 31,627 25,242 24,851

473,350 7,934,060 7,482,100 3,247,6021 192,703 2,640, 368] 2,539, 795| 1, 020, 188

Grand total...| 9,838, 566‘20, 679, (X!9|l3. 842, 828' 4,467, 402I|2. 693, 620’19, 907, 188’13. 069,090' 3,040, 467

Total, all family classes

6, 081, 000 4,700, 284] 1,417, 889] 270, 234
17, 507, 407 25, 173, 642 11, 341, 221 | 2, 186, 501

, 660, 012 1 ) , 338, 430] 1,410, 224
2,025, 018; 9, 127, 520; 0, 128, 970} 1, 226, 703

38, 681, 777 75, 250, 225 36, 458, 742, 7,008,012
1,160,452 7,923,708 6, 353, 602! 1, 418, 468

446,475 6,749,452 6, 179,007| 1,920, 283
0,087, 3,139, 418 3,%.084 1.3820'0.285

27,257; 1,832,370 1,789, 326] 1,009,
8,701{ 1,101,900] 1,174,462 831, 134
1, 215 ,707| ' 373, 4 301, 436
214,178|  207,603| 177,143
70 12),652] 100,235 96,861

1,744, 516 21, 853, 202 19, 108, 949 7, 162, 038
40, 726, M‘N, 803, 617‘55, 657, GOllH, 170,950
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Estimated number of civilian income reci;:ients tnhcurring Viclory tax, their Viclory
tax net tncome, and Viclory tax under the Revenue Acl of 1943, at levels of tncome
estimated for the calendar year 1944

[Meanoy amounts fn thousands of dollars)

Familles where only 1 spouse has Persons qualifying as heads of
gross incomeo familles under the law
Net income class ($000) | Nymber of Number of
taxablo Victory Vistory | taxsblo Victar. Vistory
neomo neome
reciplents | Income reciplonts | iBcome
2,423,785 1 2,329,713 24,419 104, 368 09, 088 1,024
9,242,345 | 16,606, 036 325, 598 385, 450 672,933 13,010
8,620, 740 | 23,715,311 519, 078 386,636 | 1,018,790 24, 180
2,083,120 | 11,764,476 2904, 895 142,320 855, 412 14,001
1,651,370 | 8,491,008 224, 119 93, 64 477,047 12, 566
Underb...ceeeenennnnn.. 24,030,360 | 62,899,054 | 1,420,106 | 1,112,468 | 2,853,270 61,751
709,613 | 5,363,858 147, 631 79,812 607, 980 16, 743
216,200 | 3,580,118 103, 358 27,953 407,976 13,817
30,270 | 1, 141,369 33,674 4,843 185, 392 5,473
6, 442 475,385 14, 142 1,327 08, 720 2,937
1,355 200, 617 6,173 416 63,713 1, 904
136 1,443 68 21,032 747
25 17,744 531 18 12,930 388
5 7,514 25 2 2,176 (%]
OVerb..onennannnnn... 064,015 | 10,840,777 | 307,177 | 114,430 | 1,463,818 | 41,74
Qrand total............. 25, 894, 375 l 73, 740, 431 ! 1,727,283 I 1,226,007 I 4,317,088 ' 100, 525
Families “';'r%'; ?gg‘[:g"m have | ordinary singlo persons and cstates
Under 1.. 3,868,513 | 3,693,152 38,368 | 3,320,252 | 3,107,060 33,154
1-2.... .4 5,200,499 | 7,621,500 120,050 | 7,885,813 | 11, 495, 183 196, 377
2-3.... . 861,017 | 2,276,297 52,179 | 1,020,811 2,627,007 59, 572
3+4.... R : 266, 794 996, 525 24,007 278,033 | 1,010,929 20, 058
[ . JO, . 121, 270 396, 215 18, 599 159, 284 787,719 20,628
10,417,003 | 15, 183,698 200,112 | 12,682,193 | 10, 147, 958 335, 187
810, coiannn... . 257,220 | 1,063,016 54,085 122,907 020, 342 25,313
10-25 149,072 | 2,501,074 74, 067 52, 200 873, 280 25,228
25-50 44,025 | 1,688,185 49,827 1,860 | 449,464 13, 234
80-100 18,580 | 1,100,638 34,824 3,008 291, 483 8,672
100-250 5,610 852,450 25,471 1,420 220, 041 6, 875
250500 710 218, 948 8,273 25 83, 662 2,605
£00-1,000.. ... 24 188, 195 4,638 83 57,244 1,716
1,000 and over. 62 80,474 2,412 20 30,326 10
overd....cccenvnnnnnan. 473,359 , 8,738, 117 253, 207 102,703 | 2,025,841 4,1818
E-3
Qrand total............. 10, 890, 4562 | 23,921, 815 813,400 | 12,874,896 | 22,073,790 410, 068

Total, all family classes

0,725,018 | 9,319,013 96, 986
22,813, 107 | 36,395, 711 604, 044
10, 907, 204 | 20, 607, 465 684, 076
3,070,207 | 14,347,342 361,850
2,025,618 | 10.355.0'0 " MY

49,142, 114 [100,084,880 | 2 0 v, 100

1,160,452 | 8,855,228 243,772
446,478 | 7,483,344 216,168
90, 887 102,238

27,287 %%ﬁ&g 60, 778
8701 | 1,342,830 40,123
1218 | 432,747 12,968

350 | 203413 7,273
70| 120,480 2412

1,741,516 | 23,008,883 | 6%, 489
80, 836, 630 [124, 03,133 | 2,767, 185

8Bource: Treasury Department, Division of Resoarch and Statistics, Mur, 3, 1044,
Norte.—Figures are rounded and will not necessarily add to totals,
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Estimated number of civilian income recipients incurring surlax or allernative taz,
their net income, surlaxz income and combined surlax and cllernalive tox under

H. R. 1848, as

passed by the House of Representatives May 6, 1944, at levels of

income eslimaled for the calendar year 1944

{Monoy amounts in thousands of dollars]

Familics whero onxly 1 spousc has gross | Persons qualifyin, m; heads of families
ncome

under law
Not incgma class ! | Number Total sur-| Number Tolal sur-
($000) of taxahle] Not 8‘,',2‘{" tax and !of taxablel Net s‘,’,‘:f‘ tax and
1 ol { alterna- | incomo | income Incontg | Alterna-+
reciplents tivo tax jrecipients tive tax

4,768,772] 7,017, 620( 32,200,034 454, 470} 104, 4g 323, 016! 68, 543 13,806
6,848, 622 lﬂ 018, 400 6,615, 157) 1,300,205! 362, 84 871,521) 208,738, 09,780
" 040, 607|10, 002, 053] 6, 334, 511 1, 007, 754! 141,238] 482,124 238.!87' 47, 897
1,640, 210 7,329, 303| 4,602, 095] 046, IM?l 93,604 416, OW‘ 252, 0! 51, 008

Under 5........|16, 214, 201142, 227, 882]18, 721, 707 3,769, 160} 701,710 2,003,610 858, 408 173,005

709 13| 4,727, 631} 3,501,086] 708,403 70,812] 535,800 419, 010‘ 03,081
218, 230 3,184, 070 2,800, 167 82!,4(»0 27,053] 416, 255 .!75,027 113, 105
30, 003,467] 436, 4031 4, 843 lgg.g?; 157,073 72801

d ’ )6

3 25, 383 411,088 241,740 1,327 85,664 60,570

- 4388l 181,877 177,080 129,307 416 55, oesi 64,867) 40,000
136 41,0431 41,031 31,244 68 21,720,  21,281] 17,810

25 154600 M4.067f 13,207 18 aL2s0 109260 0,04

[ ,776)  6,204) 5,801 2l 203 707( 1,602

Over§.........
Urand total. .. I

4,015' 9,604, 167 7,0!0 566" 2,463, ﬁ55‘ 114,439 1,207,346 l 1203 !»37] 397,211

7.178 2!6 51,833, 030'30 638, M 0,222, 8215 006, I{nﬁ] 3, 390, 0‘»6 1, 084 946I 570, 308

Families whera l‘)lcl)ég[:gouscs have gross Ordinary singlo persons and ostates

2,818,617} 2, 171 468’ 763, 159’ 152,007 3, 203, 073‘ 2, 506, HII 004,605 179,372

5,299,499} B, B3, 075 3,307.540 062,437 7,713,801 10, 181,650 5,815,510 1,172,511
8l, 017 oso 320 1,420,018' 285,858 1,028,030 2,302,773 1,755,325 350,501

0.0 ot 5 Tn i3 "2 0s ody 115 d0nuat| 1b7.07
ol 420301) 88,527 160,284 702,870 G10,504) 127,005

.1 9,365, 197'12 BM 308 6,506,168 J,320,051 12,382, 320 16 683, GI7I 9,881,871 1,087,710

287,220 1,773,570 1,646, 350, 848, 122,907 “831,140] 760,324 174,036
190,973 2,320,704 9,173,489] 674, nzo‘ 52,200 791,013 750,708 1
44,025 1,534,381 1,480, 104 11,810  do7,880( 00,2000 1 agg
16,580, 1,051,379 1,025,947 o1 it 3,008]  264,071) 250,751] 164,
5,610 750,089, 744,800, mo 77, 1,420, 105,188 102,702 141,432
76 24 238,190 235 78,5M0 72,200 )
224/ 130,181 131,978! 10 433 ,372) 48,852 43,007
52, 50,008' 66,707 66,463 2]  31,423) 25,134
473,359 7,895,121 7,400,028 3,251,273] 192,703 2,044,600] 2,518,032 1,020,624

Grand total.... 9.838,656'm. 40, 429'1{. 005, 186 4, 677, 324 12, 575, 023 10, 328, 307)12, 309, 003

3,008,340
] | ] |

Graud total.....

Total all famfly classes

0.019.000; 4,677, 600] 1,007, 764] 331,469
17,074, 607 25 292, 06711, 487, 627] 2,303,

, 203, 013 9, 098, 866] 1,
3, 035, 662 12, 305, 040| 7,013, 987 1,409,
2,023, 458) 8,980, 788| 5,880, 000 1,

138,753, 43773, 519, 41736, 058, 24| 7, 256,028

1, 169, 452 7,867, 113 6,228,018! 1,386, 208
440,476 67!2. o} o, 108,381 1, 8¢ 34
90,087 3,120, 705| 3,000,813 1,381, 1
27,257} 1,820, 185 1,783, 430] 1,057, 445

8.701] 1,138, 570! 1,170,241 857,073
1,216 580, 19| 872,747 311,656
as0] 213,242 200, 72g 182, 380
7 121,141 o9, 81 09, 469

......................................... 1,744, 510[21, 441, 31418, 970, 109/ 7, 122,763
et ceeenneee e o-|40, 497, 963104, 060, 31 5, 025, 37) 4, 478, 701
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Estitiated number of civilian income recipiénts incurring normal tuz, their normal lax
net tncome, and normal tax under l. R. 4646, as passed by the House of Repre-
sentalives z{\lay 6, 1844, at levels of income estimated for the calendayr year 1944

{Money amounts in thousands of dollars}

Families where only 1 spouse has Persons qualifying as heads of
. gross income familles under law
Net Income clnss } Number Number
($000) of taxable {i‘;’ :llle“t‘ Normal | of taxable ﬁ‘;’m,“tl Normal
income fnoomeo ? tax Income income $ tax
recipients reciplents

Under 1 2,463,785 | 1,801,048 18, 965 108, 368 80, 096 822
1-2 0,212, 345 | 14,451,887 204, 921 3865, 450 598, 519 12,174
8, 629, 740 | 20, 019, 148 480,728 3806, 636 927,020 22,011
2,983,120 | 10, 170, 208 2060, 359 142, 320 485,374 12, 420
..} 1,651,310 7, .m.'m_( 105, 289 93, 694 415, 851 11,070
.1 24,970,360 | 54, 460, 608 | 1, 259, 262 1, 113,468 | 2,500,869 58, 503
700,513 | 4,721,578 131, 005 79,812 535, 189 14,858
216,260 | 3,176, 257 92, 044 27,953 115, 2168 12,037
30,279 1 1,015,517 30,011 4,843 164,928 4,875
0,442 421,653 12, 563 1,327 87, 574 2,607
1,338 179, 1! 5374 418 85,437 1,657
136 41, 1,235 68 21,335 639
25 15,019 450 18 10,944 Ky}
6, 211 186 2 1,707 53
964,018 | 9, 577,201 272,858 114, 439 1,292,390 37,054
Grand total............. 25,034,375 | 64,007,852 | 1,532,120 | 1,227,007 | 3,740,250 95, 557

Families w:xg&?ggx:gfnms hav¥s | ordinary singlo persons and estates

3,027,513 | 3,016,410 31,580 1 3,809,252 | 2,603,008 28,178
209, 400 | 6,806, 219 126, 4 ;,885,8!3 1 .380.042 193,312
48,0 303, 90°

851,017 | 2,049, 502 ,029, 811 65.?32

260, 794 890, 6; .7!{ 2 .C“i 920,844 %’, 28

Jd 120} 832,34 1415 159, 28 702,620 18, 600

UnderS..nnvennnnnnn.. 10, 476,003 | 13,355, 103 243,812 | 12,862, 103 | 17,078,087 319, 137

257,220 { 1,770,293 49, 250 122, 907 830, 080 23, 0%

149,072 | 2,314,503 67, 186 52,290 788, 052 22, 834

44,025 | |, 622.&7;8 45,01 11,840 405,4?9 11, 985

15,880 | 1,042 31,0 3,908 201,717 7,73

5,510 749, 437 22, 400 1,420 193,471 8,783

778 238,753 7,151 26 72,320 2,160

224 132, 146 3,00 83 48, 846 1,485

52 o, 741 2,001 .4 25 143 7&

473,359 | 7,836,401 227, 993 192,703 | 2,025,084 75, 889

QGrand total............. 10, 949, 452 | 21, 191, 564 , 471,605 | 13,054,890 | 10,704,971 ' 395, 320
1'otal all family classes |

10,003,918 | 7,054,460 70, 545

22,813,107 | 32,303, 626, 00}

10, 907, 204 2-5.08],633 o615, 841

3,670, 287 30,

12, 476, 0:
2,025,618 | 8,080,131 | 239,20
49,422, 114 | 87, 401, 587 ‘ 1,880, 714

1,100,453 | 7,857,137 218,172
440, 475

. 194, 161
90,987 | 3,108 433 91,588
27,257 | 1,812,953 53,080
701 | 1,178 143 5, 214
L2155 | 37368 1,101
3%0 | 200,05 6. 204
9| o802 2,004
1,744,610 | 21,095,000 | 013, 7H -
Grand total.... .ocooenn.nnn. SO, 51, 166, 630 {108,733,080 | 2, 494, 808

Notg.—Figures are rounded and will not necessarlly add to totals,

1 The classification by net fncome brackets of the number of fncomo tec!rkm!x {s n aocordance with the
sizo of their net [ncome as determined by the Revenuo Act of 1043, although the number and all other data
in the table with respect to taxable income reeiplents are estimated In accordanco with H. R, 4640.

# Net income minus partlally {ax-cxempt {nterest and long-term capital gains subject to the alternative
tax rato of 50 percent,

Bource: Treasury Department, Division of Y escarch and Statistics, May 6, 1044,
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I will insert also a summary table to give you by net income classes
the end results,

Break-down of the $60,000,000 revenue loss under H. R. 4648, as reporied by the
Commiittee on Ways and Means on Apr. 24, 1944, by net income classes

{In billions of dollars)

Increase or Incroase or
decrease octe:
Net income class (~), H. R. Net income class (-), H. R
’ ¢ 4648, over - 4648, over

1 Less than $0.008.
Treasury Department, Division of Research and Statistics, May 5, 1944,
Note.—Figures are rounded and will not nccessarily add to totals,

I can also give you the information by over-all family classes.
For iustance, Fcau tell you that families where only one spouse had
gross income that have had their taxes reduced by so much, that
single heads of families have had their taxes reduced by so much.
In fact, every family classification except families where both spouses
have gross incomo is estimated to have a tax decrease, and, of course
within those particular family classifications there are all shades an

variations of increases and decreases in taxes depending upon the
number of dependents and the impact of other cﬁungcs in the law
on their tax liabilitics, ’

The thing that I think is confusing in looking at the burden tables
as we have been doing for the last half hour is that you have changed
the definition of a dependent. You look at a table which shows the
tax liability of a married man with one dependent, under the Revenue
Act of 1943 and compare that with the tax liability of a married man
with one dependent under the bill.  You are not necessarily compar-
ing the same taxpayer because of the changed definition of a depend-
ent. He may be supporting three aunts and a mother-in-law, and
none of them were eligible as dependents under the old law. You
look at the table and it looks as though the tax result was an increase
upon_that marricd man with one dependent under the new law, but
for that same taxpayer what you should have compared was the
tax on a marriecd man with one child under the revenue law of 1943,
lwith the tax on a married man with five dependents under the new
aw.
Senator VanpeENBERG. I was trying to get away from all the details
and to have one final pot.

Mr. O’'DonNELL. All right. At this point in my remarks I shall
insert a table showing this information.
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Comparisons of revenue effect of H. R. 4848 with present law, by family classes and by
type of tlax

{Money amounts in millions of doliars)

Burtax and
alternative N‘&T" Tgf‘
tax
H. R. 4846:

Families where only 1 sp has gross Incomo. .......coovnveniennns 6,222.8( 1,521 7,154,

BInglo heads. .. ... i it i iicieeaaeecaenana 870.3 95.6 685,

Fainilies where both spouses have gross inoome. ................ cean 4,571.8 471.8 5, 048,

8ingle nonheads 3,008.3 395.3 3, 403.
Total. . oieiiaiiaae 14,378.8 | 2,404.5 | 16,873.3
Armed foroes 87.2 4.0 1012
Grand total... ... ........_. T T . 14,466.0 | 2,608.8 | 16,074.5

Regular | Victory | Total
tax tax tax
Present law:

Families where only 1 sp has gross lncome. ...............oo... 0,002.4] 1,721.3 7,810.7
Bingle heads. . ... . i iiiiiaeiineieiaans R 570.7 106.5 077.2
Famillies where both spouses have gross income 4,467. 4 513.4 4,080.8
8ingle nonhounds 3,040.5 420.0 3,400.4
14,1710 ] 2,767.2 ] 16,038.1
79.7 2.6 101.3
14,250.7 | 2,788.8 | 17,030.5

[ncrease () or decrease s-—). H. R, 4646 over present law:
Familles whero only 1 spouse has gross income

4 3
Singleheads. ....._...... ...l ~. 4 -10,9 ~11.3
Familios whero both spouses have gross incomo +109.9 ~41.9 ++-68.0
8ingle nonheads -32.2 -7 ~86.7
YT NP earebaaanain +207.8( ~7727 ~04.8
Arined foroes. . .. +7.8 -7.6 -1
Orand PotAL ... oot e e aea +213.3 280.3 ! —64.9

Treasury Department, Division of Research and Btatistics, May 8, 1044,

We estimate the total tax of the families whore only one spouse has
gross income will be reduced by 64.8 million. These figures are for
civilian taxpayers. The estimate of loss in revenue from members
of the, armed forces we do not break down by family classifications.
That is a separate estimate. For people who qualify under the law as
heads of familics—we estimato that their taxes will be reduced 11.3
million. Now, for families where both spouses have gross income in-
cluding joint returns and separate returns-—we estimate their taxes
will be increased 68 million. And for single persons who are nonheads
of families, we estimate that there is a tax decrease of 56.7 million.

Senator MiLLikiNn. How much?

Mr. O’DonNELL. 56.7 million.

We estimato that the members of the armed forces will have their
taxes reduced by about one-tenth of a million dollars.

And the end result is that under the proposed law taxpayers will
pag 64.9 million dollars less than under existing law.

enator VANDENBERG. So your chief source of gain is from separate
returns?

Mr. O’DonxnELL. It is from familics where both spouses have in-
come and where many file separato returns; yes, sir. They have fower
dependents per return, ordinarily.
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Senator VaAnpenNBERG. All right.  That answers it.

Senator MinLixin, 1 should like to ask one more question, Mr,
Chairman.

The Cuairman. Senator Millikin.

Senator MiLLikiN, What do the increases amount to under the
proposed bill?

Mr. O'Donnenn,. Well, these, as T tried to explain, Senator Millikin,
arce the composite end results, Within any one of these categories
there are innumerable cells of cases where the taxes have been in-
creased or decere: :ed.  As hus b brought out in burden tables,
there are particular marri~" eople who have their taxes decreased.
They are people, essentiw.y, as has been explained, who have a large
number o? dependents and who under the liberalized definition of
the new law have that number increased in many cases. We have
increased the allowance for dependents from $350 to $500. Married
people or single heads of families who do not have any dependents
under either bill have their personal exemption reduced, in effect,
from $1,200 to $1,000, because you go to a $500 per capita basis.
Therefore they. would have, other Lkings being equal, t]heir taxes
increased.

Senator MiLLikiN. In your judgment what would be the estimated
lo&«x?of revenue under the formula that I mentioned a littlo while
ago

ng. O'DonnerL. T haven’t the least idea, Senator. That is a
colossal job if you attempt to eliminato increases other than on the
alternative of computing the tax under cach law and paying the
lesser tax which plan would not nchiove the tax simplification which
we seck. 1 wouldn’t even presume to make a guess.

Senator Brewster. The $68,000,000 you indicated as increase for
the separats returns would be largely lost, would it not?

Mr. O’Donnert. Certdinly,  But over and beyond that you have
within each of these categories of family classifjcation many tax-
payers whose taxes are decreased even though the average of the
class shows an increaso.

Senator Brewstenr. Yos,

Mr. O’'Donnert. And you are going to wipe out not only ull the
gain from tho various taxpayers under the provisions of law now
proposed but also you will havo to change some of the basic pro-
visions as now proposed s0 as not to inflict an increase in tax on the
most extreme case of impact of the provisions of the new law.  Such
changes would cost the Govermment an enormous amount of monay.

Senator Brewster, Then would you offhand figure it might run
toward $100,000,000?

Mr. O'DonNernk. Oh, my, that is a very, very small fractina of
what it probably would be, but T wouldn’t want to presume (o guess
what it would be.

Senator Brewstir. Under this bill you are increasing the taxes
of a lot of people in very substantial amounts as they add up, As
you say now, it is colossal.

Mr, O'Donnent. T should think it would bo colossal if you did
achieve simplification without making taxpayers compute their taxes
under both the old and the new law.

Senator Burwster, That was not the objective of the bill, The
objective of the bill was to simplify. Apparently the result now is,
as you say, to very greatly increase the tax on a lot of people,
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Mr. O'DonNErs, I have no interest in the policy. As I under-
stood Mr. Surrey, he said not only to simplify but to maintsin the
revenue.

Mr. Surkey. I don’t think that Senator Millikin’s suggestion about
always paying the lower tax would work:™ T think it would mean
throwing the bill away. What you would be doing would be to hand
the Eeople two revenue acts and say: “Go to it"”’—which is completely
in the opposite direction to that in which wo are working. You
can’t do 1t under that formula system.

Now, if you want to do it under a system which says so adjust the
rate schedule to produce no increases, then T think you would get into
what Mr. O'Donnell well says would bo a terrific loss in revenue, be-
cause if you adjusted the rate schedule on & married person with no
dependents so as Lo Fet no increase from that person, you at the same
time, since you would have to%ower the surtax rates to produce that
result, would have to lower the taxes atill further for single persons
with no dependents and married persons with four or five dependents.
So to keep the slight increnses from going into cffect on married

ersons with no dependents by lowering the surtax rate, you have
mmmediately produced a further reduction in the tax of single poople
and married people with two or three or four de})ondonts.

That is what Mr. O’Donnell had in mind. If you try to produce
the result which Senator Millikin wants by lowering the rates on
married people with no dependents, you have lowered tho rates on
everybody.

Put it this way. You start with minuses now in the single person
column. If you have to reduce the surtax rate 8o as to never show a
plus for a married person with no dependents, that same reduetion in
surtax rates will have to apply to single persons, which means thut the
minuses become larger in the single person column, and they become
larger in the married person with four or five dependents column.
Consequently the loss in revenue would likely be very great.

Senantor Brewsrrr., The thing that surprises me 18 that there are
so many and such substantial increases as are indicated.

Mr. Surrey. I think you misunderstand what 1 am saying.

Senator Brewstkn. 1 understand your point, but assuming the
perfectly fair application of the policy which was laid down, it is
disconcerting to find that there is such a differentiation in groups.
Perhaps it is unavoidablo.

Mr. Surrey. It is unavoidable. There will be some groups with
slight. increases and some with slight decreases.

Senator BrRewster. 1 am looking at the separate incomes. Those
are the ones that are apparently most heavily hit.

Mr. Surrey. Those are largely married persons with no dependents
They are the group which is more heavily hit than anybody else.

Senator Brewster, The formula as applied to them results in a
dcsimrliﬁcation rather than simplification.

Well, just take the table that Mr. Burgess read from and you will

seo the tax is increased $20, $30, as you go along, up to $5,000. In
some cases those increases run very great in relation to the total tax

th%})eolgln are paying.
r. Brouvawn, These peoplo that have the $68,000,000 incrense pay
under present law $4,980,000,000. 8o the incrosse is a little more

o
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than 1 percent of the amount they are paying. And while $68,000,000
looks like quite a little bit of money, the fact that it has been kept to
g little bit more than 1 percent I think indicates that a great deal of
work has been put on this.

The Cuamrman. Isn’t it true that you have a greater dependency
credit in the extreme upper brackets than you have under existing
Jlaw? I mean, in practical application, isn’t that likely to happen?

Mr, SuRREY. ’I‘Kem arc a number of factors that may appear in the
upper brackets.

enator LA FoLLerte. In comparing the burden tables of the one
law with the other, inevitably you have to compare the definition of
dependency under the old law with a more liberal definition of de-
pendency under the new law, and the way it works out is that the
change in definition and the liberalization of the dependency definition
may work to produce different results in the upper brackets than the
actual burden table comparisons tend to show.

Mr. Surrey. That is right.

Senator Lia FoLLerte. Aud it would seem logical that the people
in the upper brackets would be more benefited ﬁy the change in the
dependency definition, because they are people who probaﬁly have
followed the practice of taking care of people who are related to them,
but under the tax laws they have not been able to claim an exemption.,

Mr. Stam. The people in the upper income brackets would also be
benefited by the shift from the gross to the net basis.

Senator LA FoLLerTe. Yes, that is another thing,

Scenator Rapcuiere. In every clussification from about $20,000 up
to $750,000, the act of 1943 reduced the taxes of those in the higher
brackets; although I understand it was not intentional, this act brings
back the taxes in the higher brackets to a figure approximately what
it was in 1942,

Mr. Burcess. In the higher brackets, when you speak of $50,000
and up, that was purposeful, that was not accidental.

Senator Rapcuirre, In the classifications between $20,000 and
$750,000 there was a reduction in 1943 over 1942,

Mr. Burcess. That is right.

Senator RapcLirrs, And this gets back, more or less, to what it
was in 1942, or very substantially.

Mr. Brrcess. That is correct.  We tried to do that.

Mr. Stam. That is the only tax that has been paid, the tax under
the 1042 act.  The 1943 rates haven't gone into effeet.

Senator VanpeNBERrG. 1 have this final question.  In the categories
given by Mr. O'Donnell, the only category where you have got a
final increase is $68,000,000 on account of families where cach spouse
has u separate source of income and where many file separate returns.

Mr. O'Doxxenn. Yes, sir. People who are wvult,hy enough to
have a tax advantage in filing separate returns are those whose
combined surtax net income is more than $2,000, These people find
it to their advantage to file separate returns in order to avoid the
impact of the progressive surtax rates, and they are people who pay a
substantial portion of the tax in this category of families where both
spouses have income. In the other cases mn this category where there
is no advantage in filing separate returns the members of the group
have, on the average, fewer dependents than is the case in familics
where only one spouse has gross income. This, together with the
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reduction of personal exemption of the married couple from $1,200 to
$1,000 is not offset by the increased credit for depondents and the
allowance of new dependents, resulting in an average for the category
of increased tax.

Senator VANDENBERG.. What does this proposed law do to them,
does it force them to make joint returns?

Mr. O’'DonneLt. No.

Senator VaAnpENBERG. How do you get your money?

Mr. O'DonNELL. You get your money through tge changes that
have been made in the law. The whole combination of circuinstances
that surround those particular people.

Senator BREwsTER. It is a very small percentago.

Mr. O'DonneLL. It is a very small percentage. Out of a total tax
base of about $17,000,000,000, that group pays about $5,000,000,000.

Senator BREwsTER. Almost 25 percent.

Mr. O’DonnErt. Yes.

Senator BRewsTER. And 80 it is a slight increase, although it looks
like a lot of money when you say $68,000,000.

Mr. O'Donnenn. Yes.

Senator Gerry. Why did you stop at a family of five?

Mr. Burcess. It was just simply a question of taking up the com-
mittee's time in going over innumerable burden tables.

Senator Gerry. The percentages drop off yery much after that,
don’t they? The only thing I had in mind was the exomptions on
some of those poorer families in the manufacturing centers. They
have larger families than five in many instances. T'hey would get a
bigger exemption.

Mr. Burgess. Yes, Senator Gerry.  You understand there are rela-
tively few persons having more than five dependents,

: Sm;utor Gerry. But you didn’t have any special reason for stopping
there?

Mr. Bunraess. None at all.

The Cuammman, At this point I will have to ask for strict executive
session.  We want to look at some forms, gentlemen, that are not final,
and for that reason, of course, we will have to ask the reporters to
step out,

As instructed, further proceedings were not reported.)
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