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INDIVIDUAL INCOME TAX BILL OF 1944

Marx 16, 1944.——-Ordered to be printed

Mr. GEORrGE, from the Committee on Finance, submitted the followi‘ng‘

REPORT
[To aceompany H. R. 4646]

The Committee on Finance, to whom was referred the bill (H R
4646) to provide for sunphﬁcatlon of the individual income tax, hav-
ing had tﬁe same under consideration, report favorabl thereon, with
certain amendments, and as ameuded recommend that the bill do
pass. ‘
The bill is confined to the mmphﬁcetlon of the individual income
tax, and &ccomg lishes the following objectives: :

1. Relieves the great majority of taxpayers from the necessxty of
computing their income tax.

2. Reduces the number of tax computatxons

3. Simplifies the return form.
4, Decreases the number of persons required to file declaratxons of

estimated tax and eliminates dlfﬁcultles and uncertainties in ma.kmg
such estimates.

-The bill accomplishes these objectives . without su,bst.ant.lally
changmg the number of taxpayers or the revenue yield under existing

law.
SUMMARY OF CHANGES IN EXISTING LAW

In accomphshmg these Ob] ectlves, the bill makes several 1mportaub
h&nges in existing law, v
First, for the surtax, there is a. umform exemptlon of $500 per person,
Thus the taxpayer is allowed, $500, the taxpayer’s. spouse is allowed
$500, and there is a $500 e]lowance for each dependent.

The bill 'removes the present requirements that, c:i “ dependent”
must be under 18 or incapable of se -support. qute t.he taxpayer
may claim as a dependent, anyone for whom he f m;shee more than
half the support, provided the person claimed : a.s a dependent is.closely
related to the taxpayer and is not required to file a- return. A,ganq
having over $500 of gross.income must file a return,; .
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Second, the Victory tax is repealed. The present normal and surtax
are combined into a single surtax. A new normal tax of 3 percent
is imposed on each person whose net income exceeds $500. In the
case of the new normal tax no credit is allowed for dependents.

Third, a new simplified tax table, designated supplement T, is pro-
vided in the bill. This table may be used by taxpayers with adjusted

oss incomes of less than $5,000, regardless ofp tKe source of their
income, In general, adjusted gross income is gross income less
business deductions. The table is so constructed as to allow the tax-
payer a standard deduction of approximately 10 percent of his gross
income. The use of this table is optional with the taxpayer.

Fourth, taxpayers with adjusted gross incomes of $5,000 or wmore
are permitted at their option to claim, in lieu of their actual deductions;
a standard deduction of $500.

Fifth, the present withholding system is modified, effective with
respect to wages paid on or after January 1, 1945, so as to withhold,
in the case of a taxpayer whose income is derived solely from wages,
approximately the full tax liability on wages up to at least $5,000.

ixth, in this bill taxpayers filing declarations are given an oppor-
tunity to amend their declarations on or before January 15 next
following the close of the taxable year, for those on a calendar-year
basis. ’%‘axpayers may file, on or before January 15, their final return
in lieu of the final declaration of estimated tax., Under present law,
the final amended declaration must be filed on or before December 15.

Seventh, the bill makes two important changes with reference to
farmers. A farmer is defined under the bill as an individual who
derives more than two-thirds of his gross income from farming.
Under existing law, an individual is not classified as a farmer unless
he derives 80 percent or more of his, gross income from farming. The
other important change is that, under the bill, & farmer may make a
final return on or before January 15 next following the close of the
calendar year in lieu of making any declaration of estimated tax. If
he is unable to make a complete return by January 15 he can make a
declaration of an estimated tax on or before January 15, and file a
final return on or before March 15. Under present?;w, a farmer is
required to file a declaration of estimated tax on or before December
15 of the current year. '

Eighth, the number of individuals required to file declarations of
estimated tax will be decreased by 4,000,000 under the bill. The tax-
Eafwers affected are those taxpayers whose income not subject to with-

olding is $100 or less. Such taxpayers will be relieved from filing
these feclamtions if single and their income is between $2,700 (existing
law) and $5,000, plus $500 for each dependent (H. R. 4646), and if
married and their income is between $3,500 and’ $5,600, plus $500 for
each dependent. For example, under existing law, such a single person
with one dependent is required to file a declaration of estimated tax if
his income is in excess of $2,700. Under the bill such a person is not
required to file & declaration unless his income exceeds $5,500. In
the case of such a married person with two dependents, a declaration
is required under existing law if the income is in excess of $3,500.
Under the bill such a person is not required to file a declaration unless
his income exceeds $6,500. ‘

Ninth, the existing law has been amended with respect to deduc-
tions for charitable contributions so as to allow up to 15 percent of
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the adjusted gross income (generally, gross income less business deduc-
tions) in lieu of the present limit of 15 percent of net income.

This will enable the taxpayer to compute his charitable deduction
without first having to determine his net income, and has the effect
of increasing the maximum allowance for charitable contributions,
For example, under present law a taxpayer having $2,000 of adjusted
gross income, and $100 of nonbusiness deductions, other than char-
itable contributions, is limited to a maximum allowance of $285 for
charitable contributions. Under the bill the maximum allowance is
raised to $300. A taxpayer having an adjusted gross income of
$80,000 and nonbusiness deductions, other than charitable contribu-
tions, amounting to $20,000, is limited under present law to a maxi-
mum allowance of $9,000, whereas under the bill his maximum al-
lowance is raised to $12,000.

Tenth, under the bill medical expenses are deductible only to the
extent that they exceed 5 percent of adjusted gross income in lieu of
the present law provision of 5 percent of net income computed without
regard to this deduction. This will result in a slight reduction in the
medical expense allowance but is believed justified in the interest of
simplification.

eventh, the bill introduces a new concept, adjusted gross income.
It is defined to mean gross income less business deductions, deductions
attributable to rents and royalties, and losses treated as losses from
the exchange or sale of property. In the case of an employee, adjusted
gross income consists of gross wages or salary less expenses of travel
or lodging in connection with employment while away from home,
and any reimbursed expenses in connection with his employment. 1t
will be seen, therefore, that in general adjusted gross income means
gross income less business deductions. ‘

* OPERATION CF PLAN

For purposes of discussion, taxpayers are divided into two groups,
namely: _
(1) Those who qualify and elect to have the collector of internal
revenue determine their tax, and
(2) Those who determine their own tax.

Each group is discussed separately.

(1) Tazxpayers for whom the collector determines the taz. .
Individuals whose gross income is less than $5,000 and whose income
not subject to withholding does not exceed $100, may: choose to have
their tax determined by the collector if their income is entirely com-
pensation for personal services, dividends, or interest. It is contem-
plated that the form for this purpose, in lieu of the regular tax return,
will be the withholding tax receipt furnished by their employer.
The wage earner need only answer a few questions on the reverse
side, list his dependents, and attach all the other receipts he. may have
been furnished. The questions will cover the number of receipts at-
tached, the total amount of wages and tax withheld, shown on the
receipts, and the amount of other income, if any. The taxpayer will
ign a statement on the receipt verifying this information, and de-
claring that his entire income was reported. :

8. Repts., 78-2, vol. 8——102
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The collector will determine the tax from a tax table which auto-
matically allows a standard deduction of ap%roximately 10 percent.
If any additional tax is due, a bill will be sent by the collector, payable
in 30 days. If the taxpayer has overpaid, a refund will be allowed.
After the first year the system will relieve approximately 30,000,000
taxpayers of the necessity of computing their tax.

() Taxpayers who determine their own taz.

All other taxpayers including those with gross incomes of more than
$100 from sources not subject to withholding and those whose gross
income is $5,000 or more, are required to determine their own tax.

These taxpayers are of three general types—

(a) Taxpayers whose adj ustef gross income (generally, gross income
less business deductions) is under $5,000 and whose other deductions
do not exceed 10 percent of such adjusted gross income. -

Such a taxpayer if he uses the short-cut method of ascertaininE his
tax, by reading the tax from the simple one-page tax table on the basis
of his adjusted-gross income, will be automatically allowed a standard
deduction of approximately 10 percent of his adjusted gross income.
The standard deduction is in lieu of the nonbusiness deductions and
certain credits against net income and against tax. The tax table
and so(ﬁlf examples illustrating its use will be found in table A in the
appendix. :

() Taxpayers with adjusted gross income of $5,000 or more whose
nonbusiness deductions do not exceed $500.

In the case of such a taxpayer, the standard deduction is $500.
Thus he i8 not required to itemize and substantiate his nonbusiness
deductions. As in the case of a taxpayer whose adjusted gross
income is less than $5,000, the standard deduction is in lieu of non-
business deductions and certain credits against net income and
against tax.

(¢) Taxpayers with adjusted gross income of less than $5,000 whose
nonbusiness deductions are in excess of 10 (f)ercent'of “their adjusted
gross income, and taxpayers with adjusted gross income of $5,000
and over, whose actual nonbusiness deductions are in excess of $500.

These taxpayers, in order to secure the full benefit of their nonbusi-
ness deductions and of their various credits against net income and .
tax, are required to list them as at present and compute the tax; but
the computation of the tax will be- considerably simpler than under
present law. -

It is estimated that not more than one-fifth of all ayers will
fall within groups (b) or (¢) and thus find it necessary or desirable to
compute their tax. - -

BIMPLIFICATION OF TAX DETERMINATION

In addition to the substantial simplification of methods of filing tax
returns, your committee bill includes & number of changes in existing
law which will eliminate several problems of definition that now
confuse taxpayers and will make the actual computation of the tax,
where it is desirable or necessary, much easier. )
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(a) Filing requirements.

Under your committee bill, those persons who must report their
income for tax purposes can .E)e simply and adequatelfy described as
every person having a gross income of $500 or more for the taxable
year. . . . . 1 . :

This single criterion, which is easily understood, would supplant
the complicated requirements found in the present law to the effect
that a return must be filed by every individual if—

1) Bingle for the entire year and gross income equals or exceeds......... $500

222 Married but not living with husband or wife for any part of the year

and gross income equals or exeeeds_ ..o oo ..
(8) Married and living with husband or wife for any part of the year or for

the entire year, and—
Gross inCome exceeds . .o ue e ceueccacncccomc e cmncccme———. 624
or
Combined gross income of husband and wife equals or exceeds._.. 1, 200

(3) The bill allows for normal tax purposes an exemption of $500.
In the case of a joint return of husband and wife, if one spouse has
less than $500 of adjusted gross income, the aggregate exemption
allowed will be $500 plus the adjusted gross income of such spouse
instead of $1,000. ( .

While the Victory tax is eliminated, the committee found it neces-
sary to retain both a normal tax and a surtax in order to continue
11,000,000 taxpayers now on the tax rolls.

(¢) Per capita personal exemption and credit for dependents for surtaz
PUrposes. A

Under the committee bill, there is Erovided a per capita-system of
exemptions for surtax purposes. Each person has a surtax exemption
of $500 for himsslf, $500 for his spouse, and $500 with respect to each
dependent. In the case of individuals who are married, however, the
taxpayer may not claim an exemption for his spouse unless a joing
return is made or unless the spouse has no gross income and does not
constitute an exemption for another taxpayer by reason of being a
dependent of another taxpayer.

his per capita s;ystem of exemptions completely eliminates not
only the definition of “head of family’’ under the present law, but also
the confusion which has existed in many taxpayers’ minds with respect
to whether they qualify as heads of families for tax purposes. The
additional complication of having tax computations on the return
determined with reference to a taxpayer’s status as a “head of family’’
also is avoided. ‘
The per capita system of exemptions (under which the credit for
dependents is increased from $350 to $500 and the aggregate exem
tion of husband and wife decreased from $1,200 to $1,000) necessarily
results in shifts in tax burden. In general, these shifts have the effect
of imposing a lesser burden on the taxpayer with a large farily and
a greater burden on the taxpayer with a smaller family, .

?l-methe opinion of your committee, these shifts in burden are for the

most part relatively small, and are necessitated by the fact-that the



6 INDIVIDUAL INCOME TAX BILL OF 1944

per capita system of oxemption is essential to any substantial tax
simplification. It should be observed that the bill does not result in

an over-all increase in revenue.

(d) Definition of dependent. : ¢

The bill simplifies the definition of a dependent and the treatment
of dependent’s income, The present requirements that a dependent
be under 18, or mentally or physically unable to support himself, are
climinated. Instead, there Wﬂf7 be substituted the concept that a de-
pendent is anyone for whom the taxpayer furnishes over half the sup-
yort, provided that the person is closely related to the taxpayer and
1s not himself required to file a return. The degrees of relationship
which are so eligible is set out in section 10 of the detailed discussion
of the bill in this report. An individual is not required to file a
return if he has gross income of less than $500. This will permit a
credit for dependents over 18 who are in fact supported by the tax-
payer. The present law requirement that a ‘‘dependent” over 18
must be incapable of self-support is unnecessarily limited and
confusing. 4

With regard to the income of minors, the present law requires that
the earnings of an unemancipated child be reported with the income
of the parent. The law as to emancipation varies according to the
States. It is extremely difficult to determine whether earnings are
those of an emancipated or an unemancipated minor. The bill pro-
vides that the earnings of a minor are to be included in his gross
income and excluded from the gross income . of the parent. If the
minor receives over $500 gross income, he cannot be claimed as a
dependent of another, and must file a return of his own regardless
of age. :

WITHHOLDING

The withholding method of your committee bill will not differ
greatly from the method of existing law and it is believed that em-
ployers will encounter little if any difficulty in changing over to the
new provisions when they become effective next January.

As under present law, an employer may use either a table or a
computation formula in determining the amount of tax to be with-
held from salaries and wages. Both methods employ a 10-percent
standard deduction, and per capita exemptions. ‘I'hey also employ
tax rates designed to withhold as near the final tax liability as 18
possible from all taxpayers whose income is derived solely from
salaries and wages subject to withholding if such income is not in
excess of $5,000 plus $500 for the spouse, and plus $500 for each
dependent. This makes it possible to decrease substantially the
number of taxpayers who must file declarations of estimated tax,

The withholding tables are constructed on the basis of much
narrower wage brackets than those in the present law in order to
achieve more accuracy and to minimize the differential in the tax to
be withheld betweén ad{acent wage brackets. In addition to the
table method of withholding, the bill also provides a percentage
method for those employers who wish to use it.
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It will be noted that the bill graduates withholding through the
second surtax bracket. Your committee did not deem 1t advisable at
this time to extend graduated withholding to any higher bracket.
The first surtax bracket embraces surtax net incomes from zero to
$2,000, and the second surtax bracket embraces surtax net incomes
from $2,000 to $4,000. Surtax net income is net income less

exemptions, ) )
The withholding tables appear in the appendix.

EFFECTIVE DATES OF BILL

The provisions of the bill are effective for 1944 and subsequent
years, with the following exceptions:

(@) The withholding provisions of the new bill do not become
effective until January 1, 1945; but in order to put such provi-
sions into effect by that date, the new withholding exemption
certificates are required to be furnished on or before %ecember 1,
1944, :

() The provisions of the bill give the employer an oppor-
tunity to give effect to changes in status of employees occurring
after July 1, 1944, with respect to wages paid during the calendar

~ year 1944, -Under the existing law, such changes .n status could
only be given effect as of January 1, 1945,

(¢) Under existing law, if an individual’s income from sources
not subject to withholding is less than $100, a declaration of
estimated tax is not required unless his income is $2,700 in the
case of a single man, and $3,500 in the case of a married man.
These requirements as to declarations are continued during 1944,
For 1945, and subsequent years, an individual whose income from
sources not subject to withholding is less than $100 is not required
to make a declaration of estimated tax unless his income exceeds
$5,000 if single, $5,600 if married, plus $500 for each dependent.

(@) The definition of deficiency is effective for 1943 and subse-

quent years.
REVENUE YIELD AND TAX BURDENS

The bill maintains the existing revenue without substantial ehange.
Under existing law the individual income tax for a full year of opera-
tion at levels of income estimated for the calendar year 1944 will
yield approximately $17,000,000,000. Your committee bill will re-
duce this yield by $60,000,000 or api)roximately one-third of 1 per-
cent. Your committee feels that the loss of revenue is justified in the
interest of simplification.

The following compares the rates of tax under present law and under
the committee bill:

;Present law: Victory tax of 3 percent-of gross income in excess
of $624.

fCommittee bill: Normal tax of 3 percent of net income in exceas
of $500.
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Indsvidual surtax rate schedule (with 6-percent normal tax included) under Revenus
: Act of 1943 and the surtax schedule under the committee bill

Bracket rate Total surtax cumulative
Revenus Revenue
Surtax net inoome (In thousands) Act of 1943 Act of 19043
with 6 per- | Committee [ with 6-per- | Committee
oent nor- bills cent nor- bills
mal tax mal tax
added ! added
Percent Percent

$0 to 19 2 $380 $400
g to 2 22 820 840
to 2 2 1,340 1, 360
g to 30 30 1,940 1, 960
to 34 84 2,620 3, 640
10 to 38 38 3,380 8, 400
13 to 42 43 4,220 4, 260
14 to 44 47 5,140 5, 200
16 to 490 50 6,120 6, 200
18 to 63 53 7,160 7, 260
to 55 5 8, %60 8, 380
$22 to 58 50 10, 580 10, 740
go to 61 62 14, 240 14, 460
2 to 64 65 18, 080 18, 360
to 67 69 22, 100 2, 500
to 69 72 20, 240 25, 820
to 72 75 88, 440 34,320
to 78 78 40, 040 42,120
to 78 81 48, 740 50, 220
to $00. 81 84, 66, 840 58, 620
to $1 83 87 65, 140 67,30
$100 0 $150. ... ccececccncccvscnncnancacocncccncancanaans 85 89 107, 640 111,820
$150 80 $200. ..o i cemeiceiacinninain e ———— 87 90 151, 140 156, 820
Over $200.. .. eemesmmieimacseccsmamcanenman—n. 88 ) N PR FRRII

1 Surtax rates same'as under Revenue Aot of 1942; Viotory tax not included.
’ Does not include 3-percent normal tax,

Under your committee bill only such individual increases or de-
creases are made as are deemed necessary to accomplish simplification.
A comparison of the tax burden under present law and under the
committee bill for persons of various family status follows.

Tables 1 to 5 show the tax burden under present law and under the
committee bill for persons of various family status having incomes of
not more than $5,000. Adjusted gross income rather than net income
is shown in these tables in order to reflect the effect of increasing the
standard deduction allowed users of supplement T tax table from 6 .
percent to 10 percent. In general, adjusted gross income is gross
income less business deductions and for most wage earners represents
gross income. , .

Tables 6 to 10 show the tax burden under present law, and under
tho committee bill, on a net income basis, In general, net income is
%ross income less all deductions, both business and nonbusiness.

hese tables do not reflect the increase in the standard deduction
allowance for users of supplement T nor the allowance of $500 as a
standard deduction for persons having adjusted gross incomes of
more than $5,000. o V
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BurpeN TaBres—(Gross INcOME LrvEeLs)

TasLk I.—Tax under-supplement T of the Revenue Act of 1948 compared with
that under supplement T of the commillee ill

BINGLE PERSONS WITH NO DEPENDENTS

Tax Effective rate (percent) | Increase or

decrease

Adjusted gross income i{;) over

| Revenue |[Committee| Revenue |[Committes venue
Aot of 190431 bill Act of 1043 bill Act of 1043

.

$0 $0 0 0 $0
1 0 .3 8 -1
] 1 .9 —dq
10 7 1.7 1.2 -3
14 13 23 20 -3
35 33 5.0 4.6 -3
56 53 7.0 6.6 -3
KA 74 8.6 8.2 -3
97 95 9.7 9.8 -2
118 118 10.7 10.8 -3
139 136 11.6 11.8 -3
160 1587 12.3 131 -3
181 177 13.9 126 -4
202 108 18.5 13.3 -4
223 219 13.9 18.7 -4
244 29| - 14. 4 14.1 -6
264 260 14.7 14. 4 -4
285 281 15.0 14.8 -4
300 303 18.3 18.1 -4
3 .323 15.6 15.8 ]
848 343 16.8 15.6 -8
860 364 16.0 5.8 -8
390 384 16.3 16.0 -8
410 403 16.4 1.3 -5
431 428 16.0 16.4 -5
454 446 16.8 16.8 -8
477 468 17.0 167 -9
501 490 17.8 16.9 -11
528 516 17.6 17.2 -12
576 561 18.0 1.5 -14
623 008 18.3 17. -16
670 651 18.6 18. -10
n7 606 18.9 18.8 -21
764 741 19.1 18.5 -3
4, 813 786 10.3 18.7 —~26
b4, 850 831 19.6 18.9 -2
4,600 . 906 876 19.7 10.0 -80
-4, 958 921 10.9 10.3 .-
$4,900....ccca... eearerccanamcanacenns 983 943 2.1 10.2 ~40

1 Under the Revenue Act of 1943, supplement T is limited to gross incomes under $3,000. For noomes of
$3,000 and over the tax was compu y the same method employed in constructing the supplement T

tables prescribed by the Revenue Act of 1943,
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TanLe I1.—Taz under supplement T of the Revenue Act of 1948 compared with tha
under supplement T of the committee bill

MARRIED PERBONS WITH NO DEPENDENTS ‘

Tax Effective rate (percent) | Increase or
decreass
Adjusted gross income —) over
Revenue |Committee| Revenue {Committee evenue
Act of 10431 bill * Act of 1943 bill Act of 1943
$0 $0 0 0 )
0 1 0 .2 1
0 2 0 .3 2
0 2 0 .3 ]
1 3 .2 ] 2
2 4 .3 .6 2
3 4 N .8 1
6 7 .8 V9 1
9 10 1.0 1.1 1
12 12 1.2 1.2 0
15 18 1.4 1.4 0
18 a6 L5 3.0 18
14 87 2.1 4.4 30
48 77 3.4 5.8 20
69 08 4.6 8.5 29
80 119 5.6 7.4 29
111 139 6.5 8.2 28
131 160 7.3 8.9 29
162 181 8.0 9.6 29
173 202 8.7 10.1 29
104 222 9.2 10.6 28
215 243 9.8 1.0 28
236 264 10.3 1L 8 28
257 284 10.7 11.8 27
mn 305 11.1 12.2 28
208 326 1.6 12.8 28
4 819 346 1.8 12.8 14
4 340 367 12,1 18.1 7
361 388 12. 4 13.4 14
4 384 411 12.8 13.7 27
4 426 453 13.3 14.2 14
$3,400 468 406 13.8 14.6 28
$3,600 516 541 14.3 16.0 25
43,800 563 586 14.8 15.4 23
}4,000 610 631 16.3 15.8 21
$4,200. 658 676 18.7 16.1 18
$4,400. 705 721 16.0 16. 4 16
$4,600 752 768 18.3 16.7 14
$4,800. ... iinenaccccc - 800 811 16,7 16.9 11
84,900 e eecceccece——a. 824 833 1678 17.0 ’

1 Assumes only 1 spouse has Income, Under the Revenue Act of 1943, sugplement T {2 Umited to gross

fnoomes under $3,000. For incomes of $3,000 and over the tax was computed “g
n constructing the supplement T tables provided by the Revenue Act of 1943,

$ Assumes only 1 spouse has inoome.

the same method employed
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Tase III.—7Taz under supplement T of the Revenue Act of 1948 compared with
: that under supplement T of the commities 0

MARRIED PERSON WITH 1 DEPENDENT

Tax Effective rate (peroant) | Increase or
Adjusted in 2 )
gross income ~) over
Revenue |Committes| Revenue |Committes svenue

Act of 1043 ¢ bill » Act of 1043 bill Act of 1043
$0 )] 0 0 %
0 1 0 .2 S|

0 3 [ ] .3 -2
0 2 0 .8 3
1 3 .3 N 2

3 4 4 .0 1

[ ? .8 .9 1

9 10 1.0 L1 1
12 13 1.2 1.2 0
15 15 1.4 14 0
18 18 L8 1.8 0
21 20 1.6 L8 -1
4 23 17 L6 -1
w 2 1.8 1.7 -1
30 29 1.9 1.8 -1
44 80 a6 23 -5
65 60 3.6 3.3 ]
88 81 4.8 4.3 -5
107 102 54 8.1 ]
137 122 8.0 8.8 —-§
148 143 6.7 6.8 —~f
169 164 7.3 1.1 -5
190 184 7.9 1.7 -6
211 208 8.4 8.2 -8
233 220 8.9 8.7 -6
253 240 9.4 9.1 -7
203 267 9.8 9.8 -6
204 288 10.1 9.9 -6
318 311 10.6 10.4 -7
3680 353 1.8 | 11,0 -7
401 304 11.8 1.8 -7
443 438 12.3 12,1 -8
486 477 12.8 12.6 -9
533 531 13.3 13.0 -12
581 566 18.8 | 18.8 —15
628 611 14.8 13.9 -17
678 656 14.7 14.3 -19
723 701 15.1 14.6 -2
747 p <] 15.2 14.8 -24

§ Assumes only 1 spouse bas income. Under the Rovenué Aot of 1048 mgplemont T is Hmited to gross
:aomu under $3,000. For incomes of $3,000 and over the tax was computed d&tbo same method employed
constructing the supplemsat T tables prescribed by the Rovenue Act of 1 :

1.spouse has income,
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TasLe IV .—Taz under supplement T of the Revenue Act of 1948 compared with that
under supplement T of the commitlee bill

MARRIED PERSONS WITH 2 DEPENDENTS

Tax Effeotive rate (peroont) | Increase or
dpgrem
Mdjusted gros inocine : : =) over
Revenue Comm}mo Revenues {Committee evenus
Act of 1043 1 bills Act of 1943 bill Act of 1943
0 0 0 0
? 1 0 .3 1
Q 3 0 .8 2
-0 ] 0 .8 2
1 3 .2 .8 2
3 ¢ .4 .6 1
6 7 .8 N 1
9 10 1.0 11 1
12 12 1.2 1.2 0
1 16 1.4 1.4 0
18 18 1.5 1.8 0
31 20 1.6 1.8 —1
24 23 1.7 1.6 -1
Y14 26 1.8 1.7 -1
30 29 1.9 1.8 -1
83 31 1.9 1.8 -2
36 4 2.0 1.9 -2
30 87 2.1 19 -2
42 39 2.1 2.0 -3
61 42 2.9 2.0 -19
82 45 3.7 20 -37
103 04 4.5 2.8 -39
124 84 5.2 8.5 —40
144 105 88 4.3 -39
185 126 8.3 4.8 -39
186 146 6.9 . b4 —40
207 167 7.4 6.0 -~40
228 188 7.9 6.5 - 40
251 211 8.4 7.0 —40
253 9.2 7.9 —40
338 204 9.9 8.6 —41
376 338 10. 4 9.3 —41
418 an 11.0 2.9 4]
g 418 1.8 10. 6 -42
460 12.0 1.0 -44
551 501 12.5 11.4 -850
508 540 13.0 11.9 -32
646 801 13.8 12.8 -38
670 613 13.7 12.8 -~87
1 Assumes only 1 spouse has income, Under the Revenue Act of 1043, supplement T is limited to grose
rmu under ooom For incomes of $3,000 and over the tax was com uted by the same method employed
eonstructing the supplement T tables prescribed by the Revenus Act of 1943,

3 Assumaes only 1 spouse has income.
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TaBLe V.—Tax under supplement T of the Revenue Act of 1948 compared with
*  that under supplement T of the commsttee bill

MARRIED PERSON WITH § DEPENDENTS

Tax Effective rate (percent)| Increass or
decreassy

Adjusted gross income —~) over

Revenue |Committes| Revenus |Committes venue
Actof 10431  Dbill® Act of 1943 bill Act of 1043
$0 $0 0 0 90
0 1 0 .3 1

0 3 0 .3 3

0 3 0 .3 2

1 3 .3 .8 ]

3 4 4 .8 1
(] 7 .8 .9 1

9 10 1.0 11 1
12 12 1.2 1.2 [}
18 18 1.4 1.4 0
18 18 1.8 1§ 0
21 20 1.6 1.8 -1
24 p<] L7 1.6 -1
b1 20 1.8 1.7 -1
30 0 L0 1.8 -1
R 31 1.9 1.8 -3
36 1Y 20 1.9 -3
39 37 21 1.8 -2
43 39 2.1 2.0 -3
45 42 ‘21 2.0 -3
48 45 2.2 20 -3
51 47 112 20 -4
54 50 23 2.1 -4
57 83 2.3 21 -4
60 5 2.3 2.3 -4
63 58 2.3 21 -8
66 61 2.4 22 ~8
69 64 2.4 3.2 -8
72 87 34 32 -5
94 72 29 2.3 -23
135 w 4.0 2.3 - 58
N 177 83 4.9 2.3 ~04
219 88 5.8 23 -~131
260 118 6.3 8.0 - 142
302 160 7.2 3.8 -—142
344 201 7.8 1 40 143
886 242 4.4 8.3 -~ 144
27 284 8.9 89 ~143
443 804 9.1 62 -144

1 Assumes only 1 spouse has income, Under the Revenue Act of 1943 m%plemmt T is limited to gross
mes under $3,000, For incommes of $3,000 and over the tax was computed by the same method employed

constructing the supplement T tables prescribed by the Revenus Aot of 1948, :

1 only 1 spouss has income,
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Burpen TasrLes (NET INcoOME LEVELS)

TaBLE VI.—Income and Victory tax under Revenue Act of 1943 compared with
total tax under the commitlee bill

S8INGLE PERSON WITH NO DEPENDENTS

—y
Tax Effective rate (percent) | Increase or
decrease
Net income before exemption —) over
- Revenue |Committee| Revenue |Committee venue
Actof 10431 bill Act of 1943 bill Act of 1943
$0 0 0 $0
[ 1.0 1.1 1
12 1.8 212 3
17 2.6 8.0 3
23 8.3 3.8 3
68 7.2 .7 4
69 8.1 86 4
118 11,0 11.8 [
161 12,8 13.4 1
230 14.7 15.3 9
209 16.0 16.6 11
845 16.7 17.8 12
460 17.8 18. 4 18
588 19.0 19. 8 14
836 2.0 20.9 10
1, 106 220 22.1 7
1,395 23.2 23.3 4
1,705 24. 4 24.4 0
2,035 25.8 25. 4 -3
2, 385 26.6 26. 8 -6
2,755 27. 3 27.6 -10
4,930 32. 839 -1
7, 880 87.7 87.9 82
10, 500 42.1 42.4 63
13,795 46.7 46.0 00
, 680 51.0 51.8 180
27, 945 65.1 85.9 402
35, 730 58.'4 59.6 669
43,815 61.3 62,6 935
62, 200 63.7 65.3 1,202
60, 885 66.0 67.7 1,469
69, 870 68.0 69.9 1, 830
115, 860 4.8 77.2 8,664
$200,000 162, 358 78.7 81.3 5,002
$250,000. .~ ceoeie e eeacammnaaecmanan 203,018 209, 360 81.2 83.7 6, 336
:6(1),000 ................................... 431, 348 444,350 86.3 88.9 13,002
750,000. . ..ameecccceccmccccacaacaenan 654, 681 675, 000 88.0 90.0 185,319
$1,000,000 .« v 888,015 900, 000 88. 8 90.0 11,985
82,000,000, e ceeccrec e ccacccacceacaanas 1, 800,000 | 1, 800, 000 60.0 90.0 0
000,000, . e cmnccmcma e cccrmn e 4, 500,000 | 4, 500, 000 90.0 90.0 0

\ Vietory tax computed on a gross income equal to 10/9 of net income.
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TasLe VIL.—Income and Viclory tax under Revenue Act of 1948 compared with total
tax under the commiltice bill

MARRIED PERSON WITH NO DEPENDENTS

Tax Effective rate (percsnt) | Increase or
decrease
Net income before exemption . : ~) over
Revenue {Committes| Revenue |Comrnittes evenue
Act of 19043 1 biil? Act of 1943 bill Act of 1943

90 0 0 $0

1 0 0.2 1

2 0 4 3

2 0 .8 2

3 0.3 .5 3

8 .8 1.1 2

9 L0 1.1 1

15 1.5 1.5 0

61 1.8 5.1 40

130 8.0 8.7 432

109 8.6 1.1 44

45 10.0 12.3 45

360 126 | 14. 4 48

475 141 15.8 [ ¥}

725 16.8 18.1 54

976 18.8 18.8 81

1, 265 20,2 21.1 56

1, 858 .5 22.2 52

1,888 2.9 2.6 87

2,218 4.0 24.6 b4

2, 685 25.3 25.9 58

4, 605 80.8 31.3 78

7,316 35,9 86.6 131

10, 205 40.5 41.2 178

13,486 4.2 45.0 216

20, 235 49.8 50.8 304

27,585 54.1 55.2 525

35, 355 57.6 58.9 798

43,425 60. 8 62,0 1,070

4000. .o eccecmcccaicnecctanaancnesaaasnnn 50, 452 81,795 63.1 64.7 1,36

4000 . ecemeccarcncnnercm e nmecenaanan 58, 849 60, 468 65. 4 67.2 1,618

87.8 69. 4 1,978

74. 4 76.9 8,814

78. 4 81.0 8,161

81.0 83.6 6, 496

86.1 88.8 13, 163

87.9 0.0 15, 35

88,7 90.0 13, 601

90.0 9.0 [}

90.0 90.0 ()

! Viotory tax computed on a ﬁoss fncoms equal to 196 of net income. Assumes only 1 spouss has income.
tAssumes only 1 spouse has income.
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TasLe VIII.—Income and Viclory tax under the Revenue Act of 1948 compared
with total tax under commiliee bill

MARRIED PERSON WITH | DEPENDENT

Tax Effective rate (percent) | Increase or
- decrease
Net tncome before exemption —) over
Revenue |Committee | Revenue |(Committes evenue
Act of 1943 ¢ bill 2 Act of 1043 bill Aot of 1043
$0 $0 0 0 $0
1] 1 0 W1 1
(] 2 0 .3 2
0 I | 0 .4 2
1 ] .3 .8 2
[] 8 .8 L0 2
8 9 1.0 1.1 1
0 18 15 1.8 1.8 0
81,200 oo Cencee e eciieaceanae a1 3l l.f 1.8 0
$1,000. . e cceemccecncrretium e cer e nnnen 31 30 8 20 -1
$1,800. .cccecnccecscamconanaccaaamcamanaanen 89 ) 49 8.6 10
$2,000. .. ccncacmemcmaanen et rcoeenmnnae 133 145 6.7 1.3 12
82,800, e eeeecencineiccai oo U5 %60 0.8 10. 4 15
887 375 119 12.2 18
804 615 14.9 18, 31
847 865 16.9 17.8 18
L 118 1,138 18.6 18.0 17
1,413 1,425 2.2 2.4 13
1,73 1,738 2.5 2.7 12
3,056 3 065 2.8 2.9 9
32, 408 2,415 H.1 4.2 7
4,470 4, 480 2.8 29.9 10
7,002 7,050 3.0 , 3.3 48
9, 016 10, 000 30.7 40.0 84
13, 056 13,178 43.5 4.9 119
( 19,696 19, 49.3 49.7 104
' 83.8 5.8 407
87.2 88.8 875
60.1 L8 043
62.7 64.2 L,31
651 08.7 1,479
4 67.2 09.0 1,832
{ 4.3 76.7 8, 666
4 78.3 80.7 |. § 016
80.8 83.4 ] 6, 340
86.1 88.7 (. 13,016
87.8 00.0 16, 43
{ 88.7 90.0 12 900
90.0 90.0 0
90.0 90.0 0
] tax computed ona income equal to 196 of net inocine. Assumes only 1 spouse has inoome.

only 1 spouse has Income.
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TasLe IX.—Income and Viclory taz under Revenue Act of 1943 compared with
total tax under the committee bill

MARRIED PERSONS WITH 3 DEPENDENTS

Tax Etleoctive rate (percent) | Increase or
decreaso
Net income before exemption . —) over
Revenus {Committes| Revenue |Committes evenue
Actof 19481) bill? Act of 1043 bill Act of 1943
$0 $0 0 0 $0
0 1 0 .2 1
0 2 0 4 2
0 2 0 .8 ]
1 3 .3 .8 2
] 8 A 1.1 2
8 9 1.0 1.1 1
15 18 1.8 1.5 0
1 21 1.8 1.8 0
81 30 31 20 -1
41 39 23 22 -2
67 45 3.4 2.3 -13
$2,600.ccemceeccieecaacammconcccemcasaan 179 160 7.3 0.4 -19
$3,000 . e eecccsaan——- 278 0.7 9.2 —18
[ 711, | BN 817 805 12.9 12.6 -13
g,ooo. 770 785 15. 4 1511 —18
,000. 1,027 1,005 17.1 16.8 -22
$7.000. 1,321 1,208 18.9 18.5 -—28
$3,000. 1,618 1,585 2.2 19.8 -33
$9,000. 1,951 1,015 217 21.3 --86
$10,000. e oo ececcencacananaaan 3, 289 2, 248 22.9 22.8 —44
$15,000. cccvneecanccanaus hewswasncumsammran 4,328 4, 265 288 28. 4 ~53
$20,000. . ecmerececcmccmcccecccae .- 6, 820 6, 785 34.1 33.9 -—35
9,713 9, 708 38.9 38.8 -8
000 12, 842 12, 865 42.8 42,9 3
19, 462 19, 545 48.7 48.9 83
26, 877 26, 865 53.3 8.7 288
34,083 34, 606 56.8 581.7 552
41, 830 42 645 59.8 60.9 815
49, 906 50, 985 062.4 63.7 1,079
58, 282 59, 625 64.8 68.3 1,343
06, 878 68, 565 66.9 68.6 1,687
111, 000 114, 525 74.0 76.4 3,519
166, 138 161, 005 78.1 80. 5 4,870
1,783 207, 085 80.7 83.2 6, 202
430,118 442 985 86.0 88.6 12,869
658, 449 875, 000 87.8 90.0 16, 551
: X 886, 783 900, 000 88.7 90.0 18,217
2,000,000. <ceveeouacanna- cmmeea emmomnanan 1,800,000 | 1,800,000 90.0 90.0 0
$5,000,000. ...... vememame-n werammcssnnens eee-| 4,500, 500, 000 90.0 90.0 0
1 Victory tax computed on a gross income equal to 196 of net income. Assumes only 1 spouse has income,

$ Assumes only 1 spouse has income,
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TaBLe X.—Income and Victory tax under the Revenue Act of 1948 compared with
total tax under the commities bill

MARRIED PERSONS WITH 8§ DEPENDENTS

Tax Effective rate (percent)| Increase or
. decrease
Net tnoome before exemption (—) over
Revenue {Committes| Revenne {Committes| Ilevenue
Actof 19431 bill # Act of 1943 bill Act of 1943
0 0 $
0 .1 1
0 .8 3
0 REE 3
.2 N ] b ]
.8 1.0 ]
1.0 11 1
1.8 1.8 0
1.8 1.8 0
21 20 -1
2.3 22 -2
2.4, 33 -3
2,6 2.4 -8
3.0 2.8 --18
7.9 5.1 -109
10.8 87 —104
13.2 1.3 -117
15.0 13.3 -123
16.8 14.9 ~148
18.2 18.8 -151
19.7 18.0 -178
259 U.3 -237
3.5 30.2 -207
36, 4 35.3 —2680
40.7 39.8 ~267
47.0 46.4 -217
81.7 51.6 ~67
85.5 55.8 183
58,6 59.3 433
61. 4 62.2 683
63.8 64.9 033
66.0 67.3 1,254
73. 4 7.8 3,078
— 77.8 79.8 4,434
80.3 82.7 8, 761
85.8 88.3 12,428
87.7 90.0 17,475
88.6 80.0 14, 141
00.0 90.0
0.0 .90.0

1 Vietory tax computed on a gross income equal to 10/9 of net income. Assumes only 1 spouse has income.
? Assumes only 1 spouse has income,

TasLn XI.—Comparison of tax of married person with no dependents under existing
law who because of change in definition of dependency becomes a married person
with 1 dependent under the commilttee bili

Net {ncome |Marrled, no (.lviarrlgd. tl Increase Net fncome |Married, no (?{al‘-rlgd, 11 Increase
before ex- |dependents,| Cependent, (+) orre- before ex- |dependents, epéndent, (+) or re-
emption 1943 aci oommlltteo duction (-) || emption 1943 act mmﬁlﬁ"“ duction (=)

\
$5,000........ $924 $885 —$50 {| $70,000....... $42, 355 $43, 035 +4-$680
,000. ..o 1,209 1,135 —74 ]| $80,000....... 60, 452 81,390 +938

7,000 ccuee.. 1, 603 1,425 —~78 || $90,000....... 58, 849 00, 045 1,106

,000. ccmeu-. 1,828 1,735 -93 || $100,000...... 67,459 69, 000 1, 541

$0,000_....... 2,161 2,088 —06 || $150,000...... 111, 601 114, 970 3, 360

$10,000. .....- 2,527 2,415 =112 || $200,000...... 156, 744 161, 455 , 711
$15,000....... 4,617 4, 480 --137 || $250,000...... 202,309 208, 440 6, 041
$20,000. ...... 7,184 7,050 —134 ,000. ... 430, 732 443, 440 12, 708
$25,000. ...... 10,119 10, 000 -119 || 8750,000...... 659, 065 6785, 000 15, 938
$30,000. ...... 13, 260 13,178 —04 [ $1,000,000.... 887,399 900, 12, 601
$40,000....... 19, 031 10, 860 —41 || $2,000,000....1 1,800,000 | 1,800,000 |..ocooooo.-.
$50,000. ...... 27, 060 27,225 ilg $5,000,000____ 4,500,000 | 4,500,000 |..cceeeun.--
$60,000. . ..... 34, 657 34, 980




DETAILED DISCUSSION OF TECHNICAL PROVISIONS OF
THE BILL

PART I.—AMENDMENTS TO CHAPTER 1 OF THE INTERNAL REVENUB
Cope

SECTION 2. TAXABLE YEARS TO WHICH APPLICABLE

This section, as in the House bill, provides that, except where
otherwise expressly provided, the amendments made;}y part I shall
be applicable with respect to taxable years beginning after December
31, 1943, :

BECTION 8. NORMAL TAX ON INDIVIDUALS

This section is the same as section 3 of the House bill,

Section 11 of the Internal Revenue Code imposes upon individuals
a normal tax of 6 pcrcent of the net income in excess of the credits
provided in section 25 of the code for interest on certain Government
obligations, personal exemgtion, and dependents. Under existing
law, there is also imposed a Victory tax of 3 percent of Victory tax net
income. This Victory tax net income differs from the base upon which
the normal tax and surtax are imposed in that, in general, only business
expenses are permitted to be deducted. Under the plan of simplifica-
+tion, the Victory tax is repealed and the aggregate tax burden imposed
by it and the existing normal tax and surtax are imposed by the pro-
posed normal tax and surtax. As a phase of this integration, section
3 of the bill amends section 11 of the code to provide a normal tax
rate of 3 percent. Owing to the changes made in section 10 of the bill,
this 3 percent rate is levied on net income in excess of a normal tax
exemption of $500 and the credits provided in section 25 (a) (1) and
(2) for interest on certain Government obligations. This new normal
tax exemption is similar to the Victory tax exemption in existing law
in that it does not vary with family status. In the case of a joint
return of husband and wife, if one spouse has less than $500 adjusted
gross income, the exemption is $500 plus the adjusted gross income of
such spouse.

A taxpayer who has elected to pay his tax under supplement T as
amended in section 5 of the bill pays the tax therein provided in lieu
of the normal tax and surtax, and appropriate cross-reference in this
regard is made in this and the following section.

SECTION 4. SURTAX ON INDIVIDUALS

This section, which is identical with the House bill, amends section
12 (b) of the code reclating to the rates of surtax on individuals, In
general, the surtax rates under the bill are the same as the egate
of the normal and surtax rates under existing law with small adjust-
ments in some brackets to maintain approximately the same aggregate
amount of revenue from individuals. '

19
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There is inserted a new subsection (g), designed to place a ceiling
upon the aggregaté normal and surtax of an individual taxpayer in a
manner similar to that of section 456 which has the effect of limiting
the aggregate normal tax, surtax, and Victorvy tax. Since section 456,
being a part of the Victory tax, is repealed by section 6 of the bill,
this new subsection is made a part of section 12 of the code in order
to limit the aggregate tax imposed by such section and section 11
to 90 percent of the net income of the individual. For the purpose
of this limitation, the tax is to be computed without regard to the
credits provided in section 31, relating to taxes of foreign countries,
section 32, relating to taxes withheld at source, and section 35, relating

to taxes withheld on wages.

BECTION 5. ALTERNATIVE TAX ON INDIVIDUALS WITH ADJUSTED GROSS
INCOME OF LESS THAN $6,000

This section is identical with section § of the House bill.

Under existing law certain individual taxpayers, in licu of computing
the regular normal tax, surtax, and Victory tax, may elect to pay the
tax imposed under the tax table found in supplement T of the code.
This supplement, comprising sections 400 to 404, inclusive, contains,
among the conditions upon its applicability, the requirement that the
taxpayer electing it have gross income under $3,000, consisting of
salaries, wages, compensation for personal services, dividends, interest,
or annuities. Section 5 (a) of the bill recasts supplement T in keeping
with the primary objective of simplification. In this connection, the
scope of the supplement is broadened so that any individual (other
than a nonresident alien, & United States citizen entitled to the bene-
fits of section 251, an estate or trust, or an individual making a return
for a period of less than 12 months on account of a change in the
accounting period) may eclect to pay the tax under supplement T if
his adjusted gross income for the taxable year is less than $5,000.
The concept of “adjusted gross income’” is the device employed for

utting taxpayers with different types of income from varying sources
1n a position of substantial parity so that the simple tax table type of
computation will hereafter be available to all persons with adjusted
oss incomes under $5,000. The term “adjusted gross income” is
efined in section 8 of the bill and will be discussed later.

Supplement T is amended by subsection (a) of this section of the
bill in the following respects:

(@) It is made applicable to adjusted gross incomes up to
$5,000 instead of $3,000 of gross income.

() Through the use of the concept of adjusted gross income,
it is made applicable to individuals without regard to the source
from which the income is derived. Hence it would apply to
individuals deriving income from the conduct of a business,
from a partnership or trust, or from the sale or exchange of
capital assets, as well as those under the scope of supplement T
of existing law.

(¢) Through the application of the provisions of section 10 of
the bill, relating to credits against net income, the three tables
found in supplement T of existing law are reduced to one table;
and the references to marital status are eliminated, there being
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substituted therefor reference solely to the number of surtax
exemptions.

(d) The single tax table, which is to be incorporated in section
400, is constructed on brackets of $25 with resEect to adjusted
gross incomes from $550 to $3,000 and on brackets of $560 with
respect to adjusted gross incomes of $3,000 or more. - In deter-
mining the tax payaﬂe in each bracket, a standard deduction of
10 percent of the adjusted grpss income at the midpoint of the
bracket is allowed, as compared with the deduction of 6 percent
of gross income used in the table found in existing law.

(e) Under existing law supplement T is not applicable to an
individual married and living with husband or wife whose spouse
files a return and pays tax without regard to supplement T.
Under the bill such restriction would not apply, provided that the
spouse elected to take the standard deduction. However, if the
net income of one spouse is determined without regard to the
standard deduction, the other spouse is not allowed the standard
deduction and must itemize all deductions claimed. The restric-
tion does not apply where husband and wife are not living

together. "

The tax table under supplement T automatically provides for one
normal tax exemption in the computation of the amounts of tax for
each bracket of adjusted gross income. Under section 10 of the bill,
however, there is provided a normal tax exemption of $500, and in the
case of a joint return where one spouse has less than $500 of adjusted
gross income, the exemption is $500 plus the adjusted gross income
of such spouse. Therefore, where a joint return is filed and both
spouses have adjusted gross income, it is necessary to reduce the tax
shown in the table by $15 (3 percent of $500) or, where the adjusted
gross income of one spouse is less than $500, by 3 percent of the
amount of such adjusted gross income. Thus, ifY husgand and wife
file a joint return showing an aggregate adjusted gross income of
$4,000 of which $400 represents the adjusted gross income of the wife,
there will be deducted from the tax appropriate to such case, as
shown on the table, 3 percent of $400, or $12, ~

Section 401 of the code is amended to contain a definition of the
term ‘‘surtax exemptions’”’ which is used in the caption of the tax
table found in section 400. The term ‘“number of surtax exemptions’
is’defined to mean the number of exemptions allowed under section
25 (b) as a credit against net income for the purpose of the surtax
imposed by section 12. Section 10 of the bill, in amending section 25
of the code, changes the system of personal exemptions and credits for
dependents found in existing law to a system of per capita exemptions.
This system provides for exemptions which are equal in amount. On
any return a taxpayer may claim one exemption for himself, one for
his spouse under certain conditions, and one each for the dependents
for which he is entitled to credit. This per capita exemption system
applies only with respect to the surtax. Thus, the table found in
supplement T bears reference only-to the'number of surtax exemptions
to which the taxpayer may be entitled.

Section 402, relating to the manner of election to pay the tax
under supplement T, is amended to provide that the election shall be
exercised in the manner prescribed by the Commissioner with the

approval of the Secretary.
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Section 403 is a cross-reference to section 23 (aa) of the code, as
added by section 9 of the bill, relating to the optional standard
deduction.

Section 404 provides that supplement T has no application 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 12 months on account of a
change in the accounting period. Such provision is in keeping with
existing law. Such taxpayers are subject to special provisions of the
statut% not adaptable to the method of taxation employed in supple-
ment 1.

Subsection (b) makes a technical amendment to section 4 (1) of the
code to conform such section to the amendments contained in

subsection (a).
BECTION 6, REPEAL OF VICTORY TAX

This section, which is the same as in the House bill, repeals sub-
chapter D of chapter 1 of the code, which contains the provisions of
law relating to the Victory tax. In addition it contains 10 technical
amendments necessitated by the repeal of the Victory tax. For the
most part these amendments eliminate references in other sections

of the code to the repealed tax.
SBECTION 7. BERVICES OF CHILDREN

This section is substantially the same as section 7 of the House bill.

Under existing law the compensation paid for the services of a
minor child is taxable either as the income of the parent or of the child
according to the rights conferred on the parent by the local law with
respect to the services of his minor child. In most of the States, the
general rule derived from the common law prevails to the effect that
the parent is entitled to the services of the child and hence is entitled
to his earnings. This rule is subject to numerous exceptions depending
on the circumstances and, in many cases, the intent of the parties. In
Louisiana, where the legal system stems from the French civil law
the parent has no right to the services of his child. Thus, for Federa
income tax purposes, opposite results may obtain under the same set
of facts depending upon the applicable State law. In addition, such
variations in the facts as make applicable the exceptions to the
general rule in each jurisdiction tend to produce additional uncer-
tainty with respect to the tax treatment of the earnings of minor
children. Section 7 of the bill incorporates a policy which will make
for uniformity among the various States in taxation of the compensa-
tion for services performed by a minor child.

This section states the rule with respect to inclusion in gross income
of the amounts received for the child’s services. It amends section 22
(relating to gross income) by adding a new subsection (i) to provide
that such amounts shall be included in the gross iricome of the child.
This is so even though the compensation is not received by the child.
As a corollary it is provided that such amounts shall not be included in
the gross income of the parent. Thus, even though the contract of em-
ployment is made directly by the parent and the parent receives the
compensation for the services, for the purposes of the Federal income
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tax, the amounts would be considered to be taxable to the child
because earned by him. This subsection likewise provides that ex-
penditures, whether made by the parent or the child, which are attrib-
utable to the earnings of the child, shall be considered to have been
paid or incurred by him. Thus, for the purposes of the Federal income
tax, regardless of the provisions of the local law, the child is deemed to
be a separate taxpayer subject to the filing requirements as is any other
taxpayer, entitled to a separate exemption for normal and surtax, and
entitled to take as deductions the amounts paid out by him or on his
behalf where the amounts are attributable to his earnings and are
otherwise deductible from gross income for tax purposes. Under this
provision, a child would be entitled to take as deductions not only
expenditures made on his behalf by his parent which would commonly
be considered as business expenses, but also such personal deductions
a8 were made out of his earnings and in his name. For example, a
contribution made by a parent in the name of & juvenile actor and out
of his earnings to a charitable organization for indigent members of the
acting profession would be deductible on the return of the child.

Under these provisions, it is contemplated that the parent or
guardian of the child will cause to be made and filed, and will execute,
on behalf of the child, the required return where the child himself is un-
able to do so. The term “parent’” is defined to mean, in this connec-
tion, an individual who under local law is entitled to the services of
the child by reason of having parental rights and duties in respect
of the child. :

- The policy of taxing compensation earned by a child to such child
contemplates that the tax will be payable out of, or charged upon,
such compensation. This result follows automatically to the extent
the tax is withheld. With respect to any tax liability not satisfied
through withholding, which is attributable to such compensation, the
House bill in paragraph (4) of the amendment to section 22 (m) of
the code provided that the parent is to be treated as havin(,%P the rights
and duties of a fiduciary, to the extent of his rights and privileges
over such income, . ‘

It is recognized that the compensation of the child must be con-
sidered charged with the tax thereon, and that the rights and duties
and privileges possessed by the parent with respect to such compensa-
tion and the support of the cEild entail a responsibility upon the
parent for the timely return and payment of the tax attributable to
such compensation. The parent is generally the guardian of the
person of the child and usually also the guardian of the property of
the child. With respect to the making and filing of the return of the
child, it seems undesirable to impose upon the parent a duty additional
to those already imposed upon gim by sections 51 (c), 142, 161, 3796
(8) (6), and related provisions of the code. In view of the parent’s
dominion over such compensation, it also seems desirable that the
parent’s duty as to the payment of the tax attributable to the com-
pensation should be more definite and direct than that provided in
the House bill. B

Accordingly, under the committee amendment there is substituted
for the provisions of the House bill, relating to the liability of the
parent as a fiduciary, a provision under which any assessment of the
tax against the child which is unpaid by him is to have the force and
effect of an assessment against the parent; accordingly all provisions
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of law respecting the collection and enforcement of an assessment
become applicable to the same extent, and in the same manner, as
an-assessment against the parent. Aithough having the force and
effect of an assessment against the parent, the assessment against the
child retains also its ful{Z force and effect. The amount which ma

be enforced against and collected from the parent is the amount whic

is attributable to the increase in the liability of the child as a result
of the application of paragraphs ( 12 and (2) of section 22 (m). Under
the amendment, the provisions of paragraph (4) are applicable not
only to the initial assessment against the child, but also to each sub-

sequent assessment. X
SECTION 8. ADJUSTED GROSS INCOME

This section is the same as section 8 of the House bill with the excep-
tion of additional amendments to section 117 of the code made in
subsection (d). -

Subsection (a) of this section amends section 22 of the code by add-
ing subsection (n) thereto for the purpose of defining the new concept
“adjusted gross income,”’ which is used in determining the tax under
supplement T. The tax table provided in section 400 is divided into
brackets representing amounts of adjusted gross income. A Adjusted
gross income also constitutes the base which determines whether the
optional standard deduction of $500, as provided in section 9 of the
bill, is applicable. The proposed section 22 (n) of the code provides
that the term ‘“‘adjusted gross income’’ shall mean the gross income
computed under section 22 less the sum of the following deductions:
(1) Deductions allowed by section 23 of the code, which are attribut-
able to a trade or business carried on by the taxpayer not consisting
of services performed as an employee; (2) deductions allowed by sec-
tion 23 which constitute expenses of travel, meals, and lodging paid
or incurred by the taxpayer while away from bome in connection with
the performance by him of services as an employee; (3) deductions
“allowed by section 23 (other thgn expenses of travel, meals, and lodg-
ing while away from home) which consist of expenses paid or incurred
in connection with the performance of services as an employee under
a reimbursement or other expensc-allowance arrangement with his
employer; (4) deductions allowed by section 23 which are attributable
to rents and royalties; (5) deductions not included in the deductions
before mentioned, for depreciation and depletion allowed under sec-
tion 23 (1) and (m) to a life tenant of property or to an income bene-
ficiary of property held in trust; and (6) deductions (other than those
which would be considered business losses) which are allowed by sec-
tion 23 as losses from the sale or exchange of property.

Fundamentally, the deductions thus permitted to be made from
gross income in arriving at adjusted gross income are those which are
necessary to make as nearly equivalent as practicable the concept of
adjusted gross income, when that concept is applied to different types
of taxpayers deriving their income from varying sources. Such
ecﬁl)livalenw is necessary for equitable application of a mechanical tax
table or a standard deduction which does not depend upon the source
of income. For example, in the case of an individual merchant or
store proprietor, gross income under the law is gross receipts less the
cost of goods sold; it is necessary to reduce this amount by the amount
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of business expenses before it becomes comparable, for the purposes
of such a tax table or the standard deduction, to the salary or wages
of an employee in the usual case. Similarly, the gross income derived
from rents and royalties is reduced b the deductions attributable
thereto (as defined in clause (4)) in order that the resulting adjusted
gross income will be on a parity with the income from interest and
dividends in respect of which latter items no deductions are permitted
in computing adjusted gross income,

The deductions described in clause (1) above are limited to those
which fall within the category of expenses directly incurred in the
carrying on of a trade or business. The connection contemplated by
the statute is a direct one rather than a remote one. For example,
Eroperty taxes paid or incurred on real property used in the trade or

usiness will be deductible, whereas State income taxes, incurred on
business profits, would clearly not be deductible for the purpose of
computing adjusted gross income, Similarly, with respect to the
deductions described in clause (4), the term ‘‘attributable’’ shall
be taken in its restricted sense; only such deductions as are, in the
accounting sense; deemed to be expenses directly incurred in the
rental of property or in the production of royalties, Thus, for this
purpose, charitable contributions would not be deemed to be expenses
directly incurred in the operation of a trade or business, or in the rental
of property or the production of royalties, so as to be within the provi-
sions of either clause (1) or clause (4). ' _

This section crestes no new deductions; the only deductions per~
mitted are such of those allowed in chapter 1 of the code as are spéci-
fied in any of the clauses (1) to (6) above. The circumstance that
a particular item is specified in one of the clauses and is also includible
in another does not enable the item to be twice subtracted in deter-
mining adjusted gross income. .

The only expenses in connection with his employment which are

deductible by an employee clecting the standard deduction, as dis-
tinguished from an individual entrepreneur, are those which he incurs
for travel, meals, and lodging while away from home, or those for
which he is reimbursed directly by a separate payment by his em-
ployer. Thus, for example, an employee who incurs expenses for his
employer for which he is reimbursed or for which he receives a per diem
remuneration, would include in his gross income the amount of the per
diem or reimbursement but would be entitled to deduct the amounts -
paid out by him for expenses.
. Subsection (b) of this section contains an amendment to section 23
(o) of the code relating to the deduction for charitable contributions.
This section is amended to allow as a deduction from gross income
charitable contributions of an individual to the extent that the
amount of such contributions does not exceed 15 percent of the tax-
payer’s adjusted gross income rather than 15 percent of the taxpayer’s
net income computed without the benefit of the deduction. The effect
of this amendment is generally to enlarge the amount of tax berefit
vc{lhich may be received by an individual who makes large gifts to
charity, :

Subsection (c) of this section has a similar amendment to section
23 (x) of the code, relating to the deduction for medical expenses.
Here, the effect of substituting adjusted gross income for net inconie
computed. without the benefit of the deduction is to increase slightly
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the amount of the medical expenses which must be incurred before
deduction therefor will be allowed. The medical expense deduction
provision is also amended to correspond to the system of surtax
exemptions which is introduced in section 10 of the bill. Under existing
law, the limit to which medical expenses may be deducted is $1,260 in
the case of a single person, or a married person filing a separate return,
and 82,500 in the case of married persons filing a joint return, or in the
case of & head of the family. Since, under section 10 of the bill, the
concept of the head of the family is eliminated, the limits upon the
deduction are cast in the terms of surtax exemption. Thus, $1,250
is the maximum deduction for the taxable year if only one surtax
exemption is allowed to the taxpayer, and $2,500 if more than one
surtax exemption is allowed.

The committee amendment adds a new subsection (d) to this sec-
tion of the bill. This subsection amends section 117 of the code to
_provide (1) that where tax is computed under supplement T, the de-
termination of net capital gain is related to the adjusted gross income
rather than the net income as is at present the case in section 117 (a)
(10) (Bg, and (2) that, similarly, in computing the extent to which
capital loss will be allowed to a supplement I' taxpayer under the
provisions of section 117 (d) (2), the adjusted gross income will be
used. Of course, the same percentages of gain or loss taken into
acoount in com(futing net income under section 117 (b) are taken
into account in determining gross income, and therefore, in computing

adjusted gross income.
\
BECTION 9. OPTIONAL BTANDARD DEDUCTION

- This section, which is the same as section 9 of the House bill,
amends section 23 of the code to add a new subsection (aa) which
provides that certain individual taxpayers may elect to take a stand-
ard deduction in lieu of certain deductions and credits.

Paragraph (1) of subsection (aa) provides that the standard de-
duction is $500 in the case of a taxpayer whose adjusted gross income
as defined in section 8 of the bill is $5,000 or more. In respect of a
taxpayer who has an adjusted gross income of less than $5,000, the
standard deduction will be available only through the use of the tax
table provided in supplement T. The tax table is so constructed as to
compute the tax on the adjusted gross income at the midpoint of the
bra’cket. In arriving at the tax payable for each bracket, there is
allowed a standard deduction of 10 percent of the adjusted gross
income at the midpoint of the bracket. _

The standard deduction, if elected by the taxpayer, is taken in lieu
of all deductions other than those which are to be subtracted from gross
income in computing adjusted gross income as defined in section 8
of the bill, and also in lieu of the credits for taxes of foreign countries
and possessions of the United States, credit for taxes withheld at the
source under section 143 (a) of the code and credits against net income
in respect of interest on certain obligations of the United States and
Government corporations described 1n section 25 (a) (1) and (2).

In the case of a taxpayer who has elected to amortize bond pre-
miums in accordance with the provisions of section 126, the deduc-
tion for the amortizable bond premium under such section is deemed
to be allowable for the purposes of section 113 (b) (1) (H), relating so
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the adjusted basis of the bonds, though the taxpayer elects the
standard deduction in lieu of such deduction for the amortizable bond
premium, :

The taxpayer may avail himself of the standard deduction for the
taxable year only if he so elects; and if he does elect to take the
standard deduction for the taxable year, such election shall be irrev-
ocable for such year. In the case of a taxpayer whose adjusted

oss income, as shown on his return, is $5,000 or more, the standard

eduction shall be allowed only if he.signifies in his return his election
to take such standard deduction in the manner to be prescribed by
the Commissioner with the approval of the Secretary. If the tax-
payer’s adjusted gross income, as shown on his return, is less than
$5,000, the standard deduction shall be allowed only if he elects to

pay the tax imposed by the tax table in supplement T; his election

to pay the tax under supplement T must be made in accordance with
regulations prescribed by the Commissioner, with the approval of the
Secretary, under such supplement. If the adjusted gross income
shown on the return is $5,000 or more, but the correct amount is less
than $5,000, then the electicn by the taxpayer to take the standard
deduction shall be deemed to be his election to pay the tax imposed
by supplement T. Similarly, a failure to elect to take the standard
deduction will constitute an election not to pay the tax imposed by
supplement T. On the other hand, if the adjusted gross income
shown on the return is under $5,000, but the correct amount is $5,000
or more, then his election to pay the tax imposed by supplement T
- shall be considered his election to take the standard deduction; and
in a like manner, if he fails to elect to pay the tax imposed by supple-
ment T, he shall be deemed to have elected not to take the standard
deduction, ; .

In the case of a husband and wife living together, if the net income
of one spouse is determined without regard to the standard deduction
the other spouse shall not be permitted to avail himself of the standard
deduction. For example, if a husband, whose adjusted gross income
is shown on his return to be $6,000, does not elect to take the standard
deduction of $500, his wife with an adjusted gross income of $3,500
will be precluded from computing her tax in accordance with the
tax table prescribed in supplement T. The determination of whether
an individual is married and living with his spouse shall be made as
of the last day of the taxable year. If one spouse dies during the
taxable year, such determination, however, will be made as of the
date on which such death occurred.

The standard deduction is not permitted where a separate return
i8 made for & period of less than 12 months under section 47 (a) of
the code on account of a change in the accounting period of the
taxpayer. : )

Subsections (b), (¢), and (d) of this sectionl amend sections 162, 169,
183, and 213 of the code so as to deny to estates, trusts, common trust
funds, partnerships, and nonresiderit aliens and citizens of the United
States entitled to the benefits of section 251 the privilege of taking

the standard deduction.
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BECTION 10, CREDITS AGAINST NET INCOMBE

This section is substantially the same as scction 10 of the House bill,

Section 10 (a) amends section 25 (a) of the code by adding at the
end thereof a new paragraph to provide a normal tax exemption of
$500. In the case of a joint return by husband and wife under
section 51, a normal tax exemption of $1,000 is provided except that
where the adjusted gross income of one spouse is less than $500, the
exemption wiil be $500 plus the agdjusted gross income of such spouse.
For the purposes of the normal tax, no credit or exemption is recog-
nized with respect to dependents,

Section 10 (b) revises subsection (b) of section 25 of the code to
climinate references now found thercin to husband and wife, and to
head of a family, and to provide for surtax exemptions on a per capita
system. As a feature of the per capita exemption system the amend-
ment also changes existing law tests for credit for dependents. Under
the new provisions a taxpayer may receive credits against net income
for the purposes of the surtax, but not for the normal tax, in the
amount of $500 for himself, $500 for his spouse if a joint return is filed
or if a separate return is filed and the spouse has no gross income and
is not a dependent of another person, and $500 for each dependent
whose gross income is less than $500. Thus, where a husband and
wife file a joint return they are entitled to an exemption of $1,000.
In such case necither the husband nor the wife may be claimed as a
dependent by any other person. This is true although the wife, for
instance, has no gross income and has received more than half of her
support for the taxable year from her parent. In the husband-and-
wife situation where no joint return is filed but where one of the
spouses files a separate return, such spouse would be entitled to claim
an exemption of $1,000 provided that the other spouse had no gross
income and was not a dependent of another person. The rule under
existing law that the marital exemption may be divided between the
spouses as they choose or all claimed by one spouse on a separate re-
turn, is changed so that where separate returns are filed, husband and
~ wife are entitled only to their respective $500 cxemptions. It is only

in the case where one spouse has no gross income and is not a de-
pendent of another person that the other spouse (having no depend-
ents) may claim $1,000 on a separate return filed by him. Similarly,
it is only in the situation where a separate return is filed by one spouse
and the other spouse has no gross income that inquiry need be made
into the question of whether the wife, for example, is supported and
claimed as a dependent by her parent. However, if the wife, for in-
stance, had no gross income and derived more than half of her support
from an individual who would not be entitled to claim a credit for her
as a dependent (for example, a first cousin), the husband would be
entitled to the surtax exemption with respect to his wife. :

In addition to the exemption of the taxpayer himself and the possible
second exemption for his spouse under the conditions noted above, a
taxpayer is entitled, under the new section, to a $500- exemption for
cach dependent. Under existing law a taxpayer may claim a credit
for any person who is dependent on him and is under the age of 18 or
physically or mentally incapable of self-support, and for whom he
furnishes the chief support. In lieu of these tests the new system of
exemptions grants a surtax exemption for every person closely related
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to the taxpayer in any of several specified degrees of relationship for
whom the taxpayer provides over half the support. In addition, it
is provided that the term ‘“‘dependent’”’ does not include a citizen or
subject of a foreign country unless such individual is a resident of a
country contiguous to the United States.

It is required that the dependent be related to the taxpayer within
one of the following relationships: child, the descendants of such
child; a stepchild; a brother, sister, or brother or sister by the half-
blood, stepbrother or stepsister: parent, or grandparent; a stepfather
or stepmother; a niece or nephew; an uncle or aunt; a son-in-law,
daughter-in-law, father-in-law, mother-in-law, brother-in-law, or
sister-in-law. For the purpose of ‘determining whether any of the
foregoing relationships exist a legally adopted child is considered as a
child by blood, as is an illegitimate child.

It is contemplated by the bill that not more than one taxpayer shall
be entitled to a surtax exemption with respect to any individual.
Consistent with this theory an additional restriction on the claiming
of the surtax exemption for a dependent is found in the fact that such
exemption may not be claimed for any individual who has, during the
calendar year, a gross income of $500 or more. Such an individual,
on the calendar year basis, is, under section 51 of the code, as amended
by section 11 of the bill, required to file a return and would be entitled
to the surtax exemption on his own behalf. This rule applies even
though the individual in question derives more than one-half of his
support from the taxpayer. Thus in the case of a minor child, on the
calendar year basis, earning wages of $600 during the calendar year,
a return must be filed by the child and no credit is allowed the parent
on the calendar year basis even though the child receives more than
one-half of his support for that year from the parent. Likewise, a
father having gross income of $500 or more and thus required to file
a return is not a dependent of his son, even though the son furnishes
more than one-half of the support of his parent.

Section 10 (b) of the bill also changes the status determination date
from that found in existing Jaw. Under existing law the status of the
taxpayer with resp»¢t to personal exemption and the credit for de-
pendents is July 1 of the taxable year, unless the taxable year does
not include July 1, in which case the status is determined as of the
last day of the taxable year. For this rule there is substituted the
rule that the determination of whether an individual 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 the determination is 1nade as of
the date of the spouse’s death.

Under the bill, a particular status date with respect to dependents
is not required. It is intended that there will be only one exemption
with respect to any individual. However, the exemption may be
allowable even though the dependent was not in existence throughout
the full taxable year. Thus if a child of the taxpayer supported b
the taxpayer is born or dies during the taxable year an exemption will
be allowable with respect to the child. '

Subsection (¢) of this section makes technical changes in section
47 (e) of the code (relating to reduction of credits against net income) -
required by changes made in scction 25 by section 10 (a) and (b) of
the bill. Similar technical changes in section 143 (a) (2) of the code
(relating to credits against net income) are made by subsection (d)
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and in section 163 (a) (1) of the code (relating to credits of estates
and trusts) by subsection (e).

Subsection (f) of this section revises section 214 of the code (relating
to credits of nonresident aliens against net income) to provide that
in the case of a nonresident alien not a resident of a contiguous
country, the normal tax exemption shall be only $500 and the surtax
exemptions allowed by section 25 (b) (1) (B) and (C) with respect
to a spouse or a dependent shall not be allowed.

Subsection (g) of this section revises section 215 of the code (relating
to allowance 0? deductions and credits) to eliminate references to the
personal exemption and credit for dependents and to substitute there-
for reference to the normal tax exemption and the surtax exemption
in keeping with the changes made in section 25 of the code.

Subsection (h) of this section makes a technical amendment to
gection 251 (f) of the code (relating to credits against net income)
required by the amendments to section 25 of the code. As thus
amended, section 251 (f) provides that a citizen of the United States
entitled to the benefits of scction 251 is allowed a normal tax exemp-
tion of only $500 and shall not be allowed the surtax exemptions pro-
vided by section 25 (b) (1) (B) and (C) with respect to a spouse or a
dependent.

gection 10 (i) of the bill makes a technical amendment to section
3797 (a) (17) of the code (defining husband and wife for certain pur-
poses) required by amendments to section 25 and to supplement T of
chapter 1 of the code.

The committee amendments to this section in subsection (b)
establish a rule relating to the allowable surtax exemptions for the
spouse and dependents where the taxable year of the taxpayer is differ-
ent from that of the individual with respect to whom a surtax exemp-
tion is claimed. In such cases the determination of whether or not
the spouse had gross income is made on the basis of the calendar year;
similarly the determination of whether a person may be a dependent
as having gross income of less than $500 and the determination as to
whether over half the support of such a person was received from the
taxpayer are made on the basis of a calendar year. Only one surtax
exemption for such calendar year is available on account of any such
spouse or dependent. A taxpayer on a fiscal year entitled to such an
exemption receives it for his taxable year beginning in such calendar
year. Thus, if during 1944 the taxpayer’s wife had no gross income
aud was not the dependent of another taxpayer, and the taxpayer
furnished over half the support of his son whose gross income was
$200 in 1944, the taxpayer is entitled to surtax exemptions for himself,
his wife, and his son for his taxable year beginning September 1, 1944,
even though his wife received some gross income in January 1945 and
even though his son received more than $500 gross income between
January and August 1945. On the other hand, if the wife had
received gross income during January 1944, no exemption for her may
be taken under section 25 (b) (1) (B) (ii) for the taxpayer’s fiscal year
beginning September 1, 1944. The amendments provide the same
ruf;e with respect to short years arising through the death of a taxpayer.
If a taxpayer dies January 15, 1945, and his wife has no gross income
during 1945 prior to his death but does have income during that year
subsequent to his death, the taxpayer is not allowed a surtax exemp- -
tion for his wife for his short taxable year from January 1 to 15; and



INDIVIDUAL INCOME TAX BILL OF 1044 31

if prior to his death the taxpayer had fully supported two children who
were supported during the balance of the calendar year by his wife,
the taxpayer is not allowed surtax exemptions for the children, but
his wife is entitled to exemptions for them.

The amendments to section 10 proposed by the committee also
insert at the end of section 25 (b) (3) of the code the provisions of
existing law that a payment to a wife which is includible in her gross
income under section 22 (k) or section 171, which sections relate to
alimony payments, shall not be considered a payment by her husband
for the support of any dependent. Subsection (1) of the )t;ill is changed
so that the amendment of the definition in section 3797 (a) (17) of the
code will appropriately reflect this change.

There is a clerical change in subsection (f) to retain the present

heading of code section 214,

A}

SECTION '11. RETURNS

This section, which is the same as in the House bill, amends sections
51 and 142 of the code relating to the requirements for filing returns
by individuals and fiduciaries respectively. Subsection (2) amends
section 51 (a) and (b) which contain existing law requirements with
respect to filing and the election to make a joint return in the case of
a husband and wife living together. Instcad of the rules found in
existing law with respect to single persons and married persons living
with husband or wife, there is provided the general rule that every
individual having gross income of $500 or more must make a return.
Subsection (a) of section 51, as amended by this section, also provides
that the Commissioner with the approval of the Secretary may pre-
scribe regulations governing the kind of return to be filed gy different
categories of taxpayers, the nature of the information to be shown
therein as to items of gross income and the deductions and credits,
and other information bearing upon the tax liability of the taxpayer.
Section 51 (a), as so amended, permits the Commissioner to carry
out the plan of simplified reporting of tax by wage earners which 1s
contemplated under this bill. This feature i1s more specifically out-
lined in the amendment to section 51 (f) of the code made by subsec-
tion (b) of this section.

Section 51 (b) of the code is revised by this section of the bill to pro-
vide that a single return made jointly by husband and wife shall con-
stitute a joint return even though one of the spouses has neither gross
income nor deductions for the taxable year for which such return is
filed. Section 51 (b), as thus revised, also provides that the status of
husband and wife shall be determined as of the last day of the taxable
year thus eliminating the necessity for the provision found in section
51 (f) of existing law in which July 1 of the taxable year is designated
as the status determination date.

Subsection (b) of this section strikes out section 51 (f) of existing
law (relating to determination of status) and inserts in lieu thereof a
new subsection (f) providing for simplified returns for certain wage
earners. The new subsection provides that an individual entitled to
elect to pay the tax imposed under supplement T who has gross income
under $5,000 entirely from dividends, interest, or remuneration for
sarvices performed by him as an emp oyee, or any combination of
these sources, and whose gross income from sources other than wages
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subject, to withholding does not exceed $100 shall be entitled to elect
the simplified procedure for reporting his income and paying his tax.
The statute provides that those who make this election wiii be relieved
from computing the tax and that the tax shall be computed by the
collector. It further provides that where any balance of tax remains
unpaid, the collector shall mail to the taxpayer a notice and demand
for the amount of the balance due. Of course, in cases where the tax
linbility is less than the amount collected through withholding, refunds
will be made under the authority of section 322 of the code.

This subsection also provides that the Commissioner shall prescribe
regulations for carrying out the subsection, In addition, it goes on
to mark out (1) arcas in which the Commissioner, by regulations, may
expand the scope of the subsecction, and (2) other areas where details
of administration not prescribed in the statute are to be covered in
the Commissioner’s regulations, It is contemplated that an adoption
of the withholding-tax receipt received by the wage earner ifrom his
employer will be prescribed as the convenient optional returil for this
purpose under this simplified procedure.

The statute also provides that the Commissioner, by regulations,
may expand the category of taxpayers to whom the simplified form
of reporting is applicable, to cases where gross income includcj.l items
other than dividends, interest, or remuneration for services as an
employee, cases where the gross income from sources other than wages
subject to withholding is more than $100 but not more than $200,
and, finally, to cases where the gross income is $5,000 or more but
not more than $5,200.

Recognizing also that the procedure to be adopted in many of the
situations which are bound to arise under this new simplified/ type of
reporting and paying tax will be governed by administrative feasibility,
the statute provides that the Commissioner shall, by regulations, pre-
scribe rules for the application of the simplified procedure to/husband
and wife, including rules relating to circumstances under whi¢ch a joint
return may be permitted or required and what constitutes a joint
return under the new procedure. He shall also prescribe whether the
liability on such a return shall be joirt. and several and whether one
spouse may make a return under the simplified method of| reporting
and the other spouse file a regular income-tax return. egulations
are also required to provide rules as to the extent, if any, t} which the

benefits of the subsection may be availed of for taxable vears begin-
ning in 1944 by persons required t» make or making payments of
estimated tax with respect to the taxable year,

Subsection (¢) of section 11 of the bill makes the necessany technical
changes in section 142 (a) of the.code (relating to requiring returns
in the case of a fiducinry) required by the amendments to section 25
of the codo.

Subsection (d) of section 11 of the bill makes a change in section
22 (b) (4) of the code (relating to the furnishing by taxpa.ﬁgr upon his
return of information relating to tax-free interest) so (Jas to leave
to regulations the extent to which taxpayers may be required to dis-
close, on their respective returns, information with resi)ecb to such

interest.
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SECTION 12. PAYMENT IF TAX NOT COMPUTED BY TAXPAYER

This section, as in the House bill, adds a new subsection (i) to section

- 56 of the code, relating to the payment of the tax. The amendment
contemplates that, under section 51 (f), as amended in section 11
of the bill, optionui returns will be filed upon which the taxpayer will
not be required to compute his tax liability, the collector in such cases
making the actual computation by reference to the tax table forming
part of supplement T. Section 51 (f) provides that the collector
will notify the taxpayer of the amount of the unpaid tax. The
amendment made by this section provides that the tax payable on the
basis of such a return shall be paid within 30 days after the mailing
by the collector to the taxpayer of a notice stating the amount of the

balance due.

SECTION 18. ESTIMATED TAX OF INDIVIDUALS

Thit. section is the same as section 13 of the House bill.

The major changes with respect to the declaration and payment of
estitnated tox which are made by this section of the bill may be sum-
marized as follows: -

(1) Where wages are subject to withholding, the filing require-
ments are raised to $5,000 of anticipated income plus $500 in
addition for every surtax exemption (except his own) to which
the taxpayer is entitled.

(2) The date for filing of original declarations, where the filing
requirements are first met after September 1 of any year, or for
filing of the last amendments of any previously filed declarations,
is postponed from December 15 of the taxable year to January
15 of the succeeding year, and the fourth installment of estimated
tax heretofore due on December 15 is due at the later date.

(3) A final return filed on or before January 15 will operate in
certain cases as a declaration or an amendment to a declaration.

(4) With respect to farmers, the definition has been changed
so that the anticipated receipt of two-thirds of the income rather
than 80 percent from agricultural sources will qualify a taxpayer
as a farmer.

To incorporate the foregoing changes together with several other
amendments of less importance subsection (a) of this section of the bill
revises sections 58, 59, and 60 of the code relating to the declaration
and payment of the estimated tax. Under section 22 of the bill with-
holding is extended so as to collect substantially the entire tax through
the second surtax bracket of income in excess of the surtax exemptions.
Accordingly, there will be no necessity for the making of declarations of
estimated tax by individuals whose gross income from wages can be
reasonably expected not to exceed the sum of $5,000 plus $500 with re-
spect to each surtax exemption other than his own. Thus, section 58
(a) is amended to provide that every individual, other than an estate or
trust and other than a nonresident alien whose wages are not subject to
withholding under section 1622, shall make a declaration of his esti-
mated tax for the taxable year, if his gross income from wages subject
to withholding can reasonably be expected to exceed $5,000 plus $500
for cach surtax exemption (except his own) or if his gross income from
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sources other than wages subject to withholding can reasonably be ex-
pected to exceed $100 for the taxable year and his gross income to be
$500 or more. This new rule for the filing of declarations is simpler of
application and easier of comprehension tfmn the complex rule appear-
ing in section 58 (a) of the present law.  The test with respect to gross
income for the taxable year preceding the year for which the declara-
tion is filed is eliminated under the bill.

Section 58 (b}, relating to the contents of the declaration of estimated
tax, is retained in virtually the same form as in the present law except
for a technical amendment, necessitated by the repeal of the Victory
tax under section 6 of the bill.

Section 58 (c), relating to joint declarations, is rewritten in sub-
stantially the same form as it appears in the present law, except that
tho reference to husband and wife living together is removed in accord-
ance with the amendment contained in section 11 of the bill,  As so
amended, this subsection permits joint declarations to be made by
spouses regardless of whether they are living together.

Section 58 (d), relating to the time and place for the filing of the
declaration, is entirely revised by this section of the bill. The amend-
ment provides that the declaration shall be filed on or before March 15
of the taxable year, unless the provisions of section 58 (a)-are first met
after March 1. If, however, the provisions of section 58 (a) are first
met after March 1 and before Juiie 2 of the taxable year, the declara-
tion shall be filed on or belore June 15. If such provisions are first
met after June 1 and before September 2 of the taxable year, the decla-
ration shall be filed on or before September 15. If such provisions
are only met after September 1 of the taxable year, the declaration
shall be filed on or before January 15 of the succeeding taxable year.

An individual may make amendments of a declaration filed during
the taxable year, in accordance with regulations to be prescribed b
the Commissioner with the approval of the Secretary, and such amend-
ments may be filed on or before the fifteenth day of the last month of
any quarter of the taxable year subsequent to the quarter in which the
declaration was filed and in which no prior amendment was filed.
However, if an amendment is filed after September 15 of the taxable
year, it may be filed on or before January 15 of the next year. This
provision will give all taxpayers a chance to avoid possible penalties
in those cases in which, during the closing days of the taxable year,
unexpected factors occur which materially alter the tax status of the
taxpayer such as the reccipt at an earlier date than had been antici-
pated of commissions, bonuses, professional fees, and the like. All
declarations and amendments thercof shall be filed with the collector
as specified in the present law under section 53 (b) (1).

In addition, section 58 (d), as amended by this section of ,the bill,
contains a provision to the effect that if the taxpayer files, on or
before January 15 of the succeeding taxable year, a return for the
taxable year for which he is required to file a decfaration, and pays
in full the amount computed on such return as payable, then ilp tKe
declaration is not required to be filed during -the taxable year
but is required to be filed on or before such fifteenth day, the return
shall be deemed to be such declaration. Also, in such case, if the
tax shown on such return, after the credits under sections 32 and
35, exceeds the estimated tax shown in a declaration previously made
(or in the last amendment thereof), then such return shall be deemed
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to be an amendment of the declaration. Authority is specifically
granted to the Commissioner to prescribe regulations, as approved by
the Secretary, for the purpose of carrying out these provisions,

The revision of section 68, as made by this section of the bill,
retains the provisions of the present law which relate to extensions of
time for filing declarations and paying the estimated tax, the filing
of declarations on behalf of persons under a disability, the presumption
that the signature on a declaration is correct, and the publicity
of declarations. These provisions now appear as subsections (e),
(1), (g), and (h) of section 58, and the bill does not change their
position,

Subsection (a) of this section of the bill also rewrites section 59
of the code, relating to the payment of the estimated tax. As so
amended, section 59 provides that the estimated tax shall be paid
in four equal installments, if the declaration is filed on or before March
15 of the taxable year., The first installment is to be paid with the
filing of the declaration; the second and third on June 15 and Sep-
tcmger 15, respectively, and the last installment is to be paid on Janu-
ary 15 of the succeeding year.

If the declaration is filed after March 15 and not after June 15 of
the taxable year, and is not required by section 58 (d) to be filed on or
before March 15 of the taxable year, the estimated tax is to be paid in
three cqual installments, the first of which is to be paid with the filing
of the 3eclaration, the second on September 15, and the last install-
ment on January 15 of the succeeding year. 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 shall be paid in two equal installments,
the first to be paid with the filing of the declaration and the second on
January 15 of the succeeding taxable year. However, if the declara-
tion is not filed until after September 15 of the taxable year, and is not
required by scction 58 (d) to be filed on or before September 15 of the
gzlx;(able year, the estimated tax shall be paid in full at the time of such

ing.

Ir;g the case of a declaration which is not filed within the time pre-
scribed, there shall be paid at the time the declaration actually is
filed all the installments of estimated tax which would have been
payable on or before such time had the declaration been filed within
the prescribed time; and the remaining installments shall be paid
at the times at which, and in the amounts in which, they would have
been paid had the declaration been filed within the prescribed time.
The same rule shall be applicable in those cases where, pursuant to
section 58 (e), the Commissioner grants an extension of time within
which to make a declaration of the estimated tax. Thus, if the Com-
missioner extends the time for filing a declaration from March 15 to
June 15 and the declaration is filed on the latter date, two installments
of the estimated tax must be paid on June 15 and the remaining two
installments are payable, one on September 15 of the taxable year and
the other on January 15 of the succeeding taxable year.

In case of an amendment to a declaration, the remaining install-
ments of the estimated tax, if any, shall be increased or decreased
proportionately to reflect the increase or decrease in the estimated
tax shown in the amendment. If the amendment is made after
September 15 of the taxable year, any increase in the estimated tax

8. Repts,, 78-2, vol. 3——-104
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shown thereon shall be paid in full at the time of making such amend-
ment.

The revision of section 59 contains a provision identical to that in
the present law which permits, at the election of the taxpayer, any
installment of the estimated tax to be paid prior to the date prescribed
for its payment. This provision is designated as subsection (¢) of
section 59,

The provision of the present law to the effect that the payment of
the estimated tax is considered payment on account, of the tax for the
taxable year is rephrased for clarification purposes and made a part
of subsection (d) of section 59, as revised by the bill,  Also subsection
(d) incorporates the provision of the present law relating to the assess-
ment of the estimated tax. As redrafted in section 59 (d), this
provision states that the assessment in respect of the estimated tax
shall be limited to the amount paid.

Section 13 of the bill ‘also revises section 60 of the code which pro-
vides special rules for the application of sections 58 and 59. Jn
keeping with the new provisions of section 58 (d), subsection (a) of
scction 60 prescribes that in respect of farmers, the time for filing
declarations of estimated tax shall be on or before January 15 of the
year following the taxable year, in licu of December 15 of the taxable

ear as under the present law. The definition of farmers, as contained
1n the present law, is changed by the bill so that the estimated receipt
of two-thirds of the income from farm sources rather than 80 percent
will qualify a taxpayer as a farmer.

Subsection (b) of section 60 of the code is rewritten in the bill with
only a technical change. This subsection under the present law pro-
vides that the application of sections 58, 59, and 294 (d), relating to
declarations and payment of estimated tax and penalties thereunder,
to short taxable years shall be prescribed by regulations issued by the
Commissioner with the approval of the Secretary. As rewritten
reference is also made to section 60 (a) relating to the declarations of
farmers in the case of short taxable years.

In the case of a fiscal year, a new subsection (c) is added to section
60 to provide that in licu of the months specified in sections 58, 59
and 60 (a) there shall be substituted the months which correspond
thereto. Thus for a fiscal year beginning July 1, the month which
corresponds to March of a calendar year would be September of the
fiscal year.

A technical amendment is made by subsection (b) of this section to
section 294 (d) (1) (A), relating to the addition to the tax for failure
to file a declaration of estimated tax. The amendment clarifies
existing law by specifically providing that for the purposes of such
addition to the tax the correct tax to be used in determining the instal-
ments of estimated tax shall be reduce‘d by the credits for tax withheld
at source.

Subsection (c¢) of this section of the bill provides that the amend-
ments made by subsection (a), so far as such amendments relate to
section 58 (a), containing the requirements for the filing of declara-
tions, shall be applicable only with respect to taxable years beginning
after December 31, 1944.  The other amendments made in sections
58, 59, and 60 are generally applicable to taxable years beginning aftes
December 31, 1943. Hence, the amendment to section 69 (a), under
which the fourth installment of estimated tax is due on January 16
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permits the payment of such installment of estimated tax for 1944
to be made on or before January 15 1945, Similarly, the provision
extending to January 15 the date for .ling an amendment of a previ-
ously filed declaration is applicable to 1944,
_ Subsection (d) of this section provides special rules with respeet to
the filing of declarations and the payment of the estimated tax for the
calendar year 1944. If the requirements of section 58 (a) (relating to
:quirements for filing declarations), prior to its amendment by the
oill, 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 prior to June 2, 1944, the declaration shall be
filed on or before June 15, 1944,

1f the declaration is filed on or before April 15, 1944, the estimated
tax shall be paid .n four equal installments, the first installment to be
paid at the time of the filing of the declaration, the second and, third
mstallments to bo paid on June 15 and September 15, 1944, respec-
tively, and the fourth installment to be paid on January 15, 1945.
This will be true even though the declaration was not required to be
filed before June 15, 1944, either under the existing law or under the
special rule described in the preceding paragraph. If the declaration
is filed after April 15, 1944, but not after June 15, 1944, and if it was
not required by the special rule of the preceding paragraph to be filed
on or before April 15, 1944, the estimated tax shall be paid in three
equal installments, the first installment to be paid at the time of the
filing of the declaration, the second installment to be paid on Septem-
ber 15, 1944, and the third installment to be paid on January 15, 1945,

In any case in which the declaration is not timely filed in accordance
with the special rule mentioned above, the general rule with respect to
delinquent declarations as set forth in section 59 (a) (5) shall apply.
Thus, if a taxpayer first met the filing requirements on May 15, 1944,
he is required under the special rule to file his declaration and to pay
one-third of his estimated tax on or before June 15, 1944; but if he
does not file his declaration until September 15, 1944, then two-
thirds of the estimated tax must be paid on such date and the remain-
ing one-third on January 15, 1945,

Subsection (e) of this section provides that for the purposes of
section 294 (d) (2), which prescribes the penalties for a substantial
underestimate of the estimated tax, the term “80 per centum of
the tax” shall mean, as applied to a taxpayer filing a declaration
for a taxable year beginning in 1944, 80 percent of (a) tho tax for such
year computed without regard to the amendments made by the bill
or (b) the tax computed under the law applicable to 1944 after giving
effect to such amendments, whichever is the lesser. 1t is intended by
this provision to avoid the imposition of any penalty in any case
where there would be no penalty had the tax been computed without
regard to the provisions of the bill.

BECTION 14. TECHNICAL AMENDMENT OF DEFINITION OF DEFICIENCY

This section, for which there is no corresponding provision in the
House bill, would amend section 271 of the code, defining the term
‘“‘deficiency.” In general, the starting point in the determination of a
deficiency is the amount shown as the tax by the taxpayer upon his
return. Section 51 (f) of the code, inserted by section 11 of the bill,
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relieves certain taxpayers from showing on the return the tax imposed.
It is necessary to make provision for the ascertainment of deficiencies
in connection with such returns. In addition, existing section 271
of the code does not make proper provision for the operation of the
definition of deficiency under the system of current tax collection, by
means of estimated tax payments and withholding of tax at the
source, under the Revenue Act of 1942, the Current Tax Payment
Act of 1943, and the committee bill; and this section of the bill pro-
poses changes to remedy the defect. The section would also amend
section 292 (a) of the code, relating to interest on deficiencies, and
section 322 (d) of the code, relating to overpayments found by The
Tax Court, to conform with the changes made in section 271, Tech-
nical amendments are also made to section 3801, relating to mitigation
of effect of limitations, and section 3806 of the code, relating to
1mitigation of effect of renegotiation of war contracts, which amend-
ments in turn affect scctions 124, 130, and 3807 by reason of cross-
references to section 3801 contained in such sections,

Section 271 of existing law defines a deficiency as the excess of the
tax imposed under chapter 1 over the tax shown on the return, but
the amount of the tax so shown on the return shall be first increased
by the amount of any deficiencies previously assessed or collected
without assessment, and decreased by any amounts previously re-
funded, credited, abated, or otherwise repaid.  If no amount is shown
as the tax by the taxpayer upon his return, or if no return is made by
the taxpayer, a deficiency is the amount by which the tax imposed
under chapter 1 exceeds the amounts previously assessed or collected
without assessment as a deficiency reduced by the amounts previously
refunded, credited, abated, or otherwise repaid. Under this defini-
tion it was not contemplated that collection of the tax would be made
beforc a determination of the tax liability, other than in certain ex-
weptional cases, such as those arising in connection with jeopardy
assessments,  Under the system of tax collection which now obtains
with respect to individuals, it is apparent that in certain cases the
estimated tax payments and the tax withheld at source may exceed
the tax shown by the taxpayer upon his return.  Under the procedure
instituted by the Commissioner for handling such cases it is contem-
plated that the excess of such payments (estimated tax and tax with-

eld at source) over the tax shown on the return shall be refunded to
the taxpayer as expeditiously as possible. If, in such cases, it is sub-
sequently determined that tﬁe tax imposed under chapter 1 is greater
than the tax shown on the return, the existing definition of deficiency
would produce an improper result if the amount so refunded is taken
into account in ascertaining the amount of the deficiency. For ex-
ample, if the taxpayer filed a return disclosing a tax of $600 and claim-
ing a credit of $900 for tax withheld at source, $300 would be immedi-
ately refunded. If the Commissioner subsequently determines that
the correct tax should be $800, the amount of the tax liability in con-
troversy is $200 and, hence, the deficiency should be $200. However,
the definition contained in existing law would indicate a deficiency of
$500, that is, the excess of $800 over ($600 minus $300). The pro-
posed amendment correets this defect by providing that the amount
of any such refund shall not be taken into account.
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Subsection (a) of the amended section 271 contains the general
definition of “deficiency,” and subsection (b) thereof contains rules
for the application of subsection (a). By the terms of section 271 as
amended “deficiency’” means the amount by which the tax imposed
by chapter 1 excecds the excess of the amount shown as the tax by
the taxpayer upon his return, if a return is made showing a tax therecon,
increased by the amounts previously assessed (or cohectcd without
assessment) as a deficiency over the amount of rebates made. If no
return is made or if the return does not show the tax, for the purposes
of the definition, ‘““the amount shown as the tax by the taxpayer upon
his return’’ shall be considered as zero. The term “rebates’” means
so much of an abatement, credit, refund, or other repayment as was
made on the ground that the tax imposed by chapter 1 was less than
the excess of the amount shown as the tax by the taxpayer upon his
return increased by the amounts previously assessed (or collected
without assessment) as a deficiency over the amount of rebates previ-
ously made. Thus, in the example set forth above, the refund of $300
was not made on the grounds that the tax imposed was less than the
tax shown on the return and, hence, does not constitute a “‘rebate’”’
under the definition. If, however, the Commissioner had determined
that the tax imposed was only $500 and had refunded $400, the amount
of $100 of such refund would constitute a ‘‘rebate’” and would be taken
into account in arriving at the amount of any deficiency subsequently
determined.

Under the proposed amendments the tax imposed by chapter 1 and
the tax shown on the return are both to be determined without regard
to payments on account of estimated tax, without regard to the credit
for tax withheld at source on wages, and without regard to so much of
the credit for taxes withheld at source under sections 143 and 144 of
the code as exceeds 2 percent of the interest on tax-free covenant
bonds. Such credits, like other payments of tax by the taxpayer, will
not enter into the determination of the tax or of a deficiency; but,
when determined, will be applied against the tax shown on the return
or against any deficiency which has been assessed. If such credits
claimed exceed the allowable credits, the unpaid portion of the tax
attributable to such difference will be collected not as a deficiency
but as an underpayment of tax shown on the return. For the pur-
poses of the new definition of deficiency, the computation by the
collector pursuant to new section 51 (f), in the case of wage earners,
of the tax imposed by chapter 1 is to be considered as having been
made by the taxpayer, and the tax so computed is to be considered
as the tax shown by the taxpayer upon his return.

The application of the definition of ‘“deficiency’’ as amended may
be illustrated by the following examples:

(1) The amount of tax shown by the taxpayer upon his return for
the taxable year was $1,500. The taxpayer had no amounts pre-
viously assessed (or collected without assessment) as a deficiency.
He claimed a credit in the amount of $2,000 for tax withheld at source
on wages, and a refund of $500 was made to him as an overpayment
of tax for the taxable year. It was later determined that the correct
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tax for the taxablo year was $1,750. A deficiency of $250 was de-
termined as follows:

(1) (A) Amount of tax shown on return_ ... ..o aa oo ,
{B) Amounts previously assessed . - - o ccm—————- 0

Sum of (A) and (B) - e s e em ;i mm—— e e 1, 500

Less: (2) Amount of rebates made. - . oo .. 0
Excess of sum of (A) and (B) over (2) ..o _ul;,vsﬁ

Tax imposed by chapter 1. . e 1, 750
1, 500

Less: Excess of (A) and (B) over (2) - oo oo o oo e

Deficiency - - o oo oo ————— 250
(2) The taxpayer made a return for the taxable year disclosing a
total tax of $1,250. He claimed a credit in the amount of $800 for
tax withheld at source on wages and $60 for tax paid at source on
interest received on bonds containing a tax-free covenant. The tax-
payer had no amounts previously assessed (or collected without assess-
ment) as a deficiency. The Commissioner determined that the tax
imposed by chapter 1 was $1,360 (total tax $1,400 less $40 tax paid at
soutrce on tax-free covenant bonds), and determined a deficiency in
the amount of $170, computed as follows:

(1) (A; Amount of tax shown on return ($1,2560—8$60)________________ $1, 190
(B) Amounts previously assessed .- - - - oL .. 0
Sum of (A) and (B) ... oo e 1, 190

Less: (2) Amount of rebates made. o oL ______________._. 0
Excess of sum of (A) and (B) over (2). oo icicaaaane 1, 1;)6

Tax imposed by chapter 1 ($1,400—8%60) . . .. 1, 360
Less: kxecess of (A) and (B) over (2) e v o mec e e 1, 190
Deficiency ot oo o e e 170

Subsection (b) of section 14 amends section 3801, relating to miti-
ation of effect of limitations in income-tax cases, and section 3806, re-
ating to mitigation of effect of rencgotiation of war contracts. For
the purpose of ascertaining the amount of the adjustment under these
sections it is first necessary to ascertain the amount of “tax previously
determined.” The amount of ‘“‘tax previously defermined” is the
same as the starting point for ascertaining the amount of a deficiency
under the definition contained in section 271 and is defined in the terms
employed in scction 271 in defining a deficiency. The amendments
provided in subsection (b) are designed to conform the definition of
tax previously determined for the purpose of these sections with the
changes made in the definition of deficiency under section 271. By
appropriate cross-reference the tax previously dotermined for the
purposes of section 124, relating to amortization deduction, section
130, relating to limitation on deductions allowed to individuals in
certain cases, and section 3807, relating to period of limitation in case
of related taxes under chapter 1 and chapter 2, is ascertained in accord-
ance with the rule prescribed in section 3801 and, hence, the amend-
ment made to the latter section is equally effective in the application
of sections 124, 130, and 3807. Subsection (¢) of section 14, relating
to the effective dates of the amendments, makes clear that the amend-
ments to sections 3801 and 3806 are made applicable to adjustments
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made under such sections and sections 124, 130, and 3807 in respect
of taxable years beginning after December 31, 1942,

Subsection (¢) of section 14 amends code section 292 (a), relating
to interest on deficiencies, to expressly provide that if any portion of
the deficiency assessed is not to be collected by reason of a prior
satisfaction, in whole or in part, of the tax, proper adjustment shall
be made with respect to the interest on such portion for the period
subsequent to the proper payment thereof. This amendment is nec-
essitated by the change in the system of tax collection as the result
of which there may be an assessment of a deficiency even though the
full amount of the tax has already been collected.

Section 322 (d) of the code, relating to overpayments found by The
Tax Court, provides that if The Tax Court finds there is no deficiency
and further finds that the taxpayer has made an overpayment of the
tax for the taxable year in respect of which the Commissioner deter-
mined the deliciency The Tax Court shall have jurisdiction to Jdeter-
mine the amount of such overpayment. Inasmuch as under the new
system of tax collection it is possible that there may be a deficiency,
within the meaning of the definition, for a taxable year in which there
is also an overpayment, subsection (d) of section 14 amends section
322 (d) of the code to authorize The Tax Court to determine the
amount of the overpayment in such cases.

Subsection (e) of section 14 provides that the amendments made by
subsection (a), (¢), and (d) of section 14 shall be applicable with
respect to taxable years beginning after December 31, 1942. Thus,
such amendments are made applicable only with respect to taxable
years affected by the system of estimated tax payments and with-
holding of tax at the source. Subsection (e) expressly provides that
in the application of these amendments to taxa,bf
1943, “section 35" shall be read as “section 35 and section 466 (e)”’ in
order to make clear that the tax imposed by chapter 1 as well as the
tax shown on the return for such taxable years is the tax so imposed
or the tar so shown without regard to the credit for Victory tax
withheld at the source. As previously explained, subsection (e) also
provides the effective dates of the amendments made by subsectiou
(b) of section 14 to sections 3801 and 3806 of the code.

Part II—WitHHOLDING OF TAX AT SoURCE ON WAGES
SECTION 21, EFFECTIVE DATB

This section, as in the House bill, provides that the amendments
made by part II of this act shall apply only with respect to wages paid
on or after January 1, 1945. It is intended by this provision that the
withholding under the new provisions will corresponnd with the wagss
reported on the employers’ information return forms for the calendar

year 1945.
SECTION 22. WITHHOLDING OF TAX AT SOURCE ON WAGES

With the exception of certain amendments to the provisions relating
to the filing and taking effect of exemption certificates, this section
is the same as in the House bill,

Subsection (a) of this section of the bill strikes out subsections (e)
to (k) of section 1621, all of which relate to the status of the taxpayer

e years beginning in

t
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with regard to the exemptions for withholding. In view of the revi-
sion made by section 10 of the bill to section 25 of the code, these
subsections are unnccessary. In licu thereof a new subsection ()
is inserted to define the term “number of withholding exemptions
claimed” for the purpose of the new withholding tables provided by
subscction (¢) of this section of the bill. This term which appears
in the headings of the tables is defined as the number of withholding
exemptions claimed by the employee in the withholding-exemption
certificate in effect at the time of the withholding. In case no such
certificate is in effect, the number of withholding exemptions claimed
shall be considered zero.

Subsection (b) of this section wholly revises section 1622 (a) and
(b) (1), which relates to the precise or percentage method of withhold-
ing on wages. Under the present law, section 1622 (a) requires every
employer to withhold either 20 percent of the wages in excess of the
family status withholding exemption or 3 percent of the wages in excess
of the Victory tax withholding exemption, whichever is larger. The
amendment under this bill removes the 3 percent provision, designed
to collect the Victory tax, and provides a graduated rate of withhold-
ing so prepared that in the case of a taxvayer all of whose income is
derived from wages, substantially the entire tax liability on his wages
up to at least $5,000 will be withheld at the source. Therefore. section
1622 (a) is amended to require employers to withhold at the source
a tax equal to the sum of the following: ,

(1) 2.7 percent of the wages in excess of one withholding ex.
emption;

(2) 18 percent of either the wages in excess of the withholding
exemptions claimed or the maximum amount subject for the pay-
roll period to the first bracket rate of surtax, whichever is the
lesser; plus

(3) 19.8 percent of the wages in excess of the sum of the
withholding exemptions claimed and the maximum amount sub-
ject for the pay-roll period to the first bracket rate of surtax.

The tax withheld under (1) above represents the normal tax liability
with respect to wages imposed by section 11 as amended by section 3
of the bill. The part withheld under (2) represents the tax liability
imposed by the first bracket of the surtax shown in the new schedule
in section 12 as amended by section 4 of the bill. Clause (3) above
provides the amount to be withheld in respect of the second bracket
of the surtax as so shown in the new schedule. These rates give due
allowance for the standard deduction of 10 percent.

Subsection (b) (1) of section 1622 of the present laws contains two
sets of tables, which prescribe the appropriate exemptions for all pay-
roll periods and for every family status under the Victory tax and
under the regular income tax. As amended, subsection (b) (1) pro-
vides for only one short table which covers all the pay-roll periods.
In view of the fact that, under the per capita -exemption system in-
augurated in section 10 of the bill, the normal and surtax exemptions
are in multiples of $500, it is possible to set up the table on the basis
of only one withholding exemption for each pay-roll period. The
employer will multiply this basic amount by the number of exemp-
tions claimed on the employee’s withholding exemption certificate.
The last column of the table, showing the maximum amount subject
to the 18-percent rate, indicates for each pay-roll period the maximum
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amount of wages in excess of the withholding exemptions subject to
the first surtax bracket rate, as shown in clause (2) of the preceding
paragraph; this amount represents an approximation of the width
of the first surtax bracket ($2,000) as prorated over the various
pay-roll periods shown in the table.

ubsection (¢) of this section amends section 1622 (¢) (1) of the
code, which contains the wage bracket withholding tables for the
various gaywroll neriods to be used at the election of the employer in
lieu of the percentage method, described above. This amendment of
the bill tprovides a new series of tables, which take into account the
repeal of the Victory tax through section 6 of the bill and the revision
of rates in the normal tax and surtax under sections 3 and 4 of the
bill. These tables are also designed with reference to the new system
of per capita exemptions as provided under section 10 of the bill; in
lieu of the headings of the columns referring to the marital status and
number of dependents, as under the present law, the columns in the re-
vised tables merely refer to the number of withholding exemptions
which an employee claims in his exemption certificate. Also, the new
tables have very much narrower wage brackets than those in the
present tables; for example, the present weekly table has $5 brackets
up to $30 and $10 brackets from $30 to $200, whereas the new weekly
table has $1 brackets up to $60, $2 brackets from $60 to $100, $5
brackets from $100 to $150, and $10 brackets from $150 to $200.
This reduction in the width of the wage brackets will make the with-
holding correspond more closely with final tax liability.

Subsection (d) of this section of the bill completely revises the
present provisions of section 1622 (h), relating to the withholding
exemption certificates. Under the amendment as rephrased by the
committee, subsection (h) (1) provides that an employee shall be en-
titled on any one day to one withholding exemption for himself, one
for his spouse unless she has in effect a withholding exemption certifi-
cate in which she claims a withholding exemption for herself, and one
for each individual with respect to whom there may reasonably be
expected to be allowable a surtax exemption under section 25 (b) (3)
for his taxable year in respect of which the tax withheld in the calen-
dar year in which such day falls, is allowed as a credit. With respect
to the latter withholding exemption, the reasonable expectation con-
templated by the amendment is one arrived at upon the basis of facts
existing at the beginning of such day. The individual in respect of
whom an exemption is claimed must be in existence and bear the
proper relationship to the taxpayer on the day in question; and, in
general, a withholding exemption may be claimed only if the taxpayer
would be entitled to a surtax exemption if such day were the last day
of his taxable year., ‘

Paragraph (g) (A) of section 1622 (h), as amended, provides that on
or before the date of the commencement of employment, the employee
shall furnish his employer with a signed withholding exemption certifi- -
cate stating the number of withholding exemptions which he claims
but which shall in no case exceed those to which he is entitled, as
mentioned in the preceding paragraph. The certificate shall contain
such information and shall be made in such form as may be prescribed
by the Commissioner with the approval of the Secretary.

Section 1622 (h) (2) (B) provides specifically for the filing of new
withholding exemption certificates when any change relating to the
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withholding status occurs. In the case of an employee who is on any
day entitled to fewer withholding exemptions than those claimed on
the withholding exemption certificate then in effect, & new certificate
is required to %e furnished by him to his employer within 10 daf's
after such day. If, however, the employee is entitled to more with-
holding exemptions than shown on his certificate then in effect, ho
may, but is not required to, furnish a new certificate. Such new
certificates shall indicate the number of withholding exemptions
which the employee claims, not to exceed, however, the number to
which he is then entitled.

The committeo amendment adds & new subparagraph (C) to section
1622 (h) (2) with respect to the case where on any day during the
calendar year the number of withholding exemptions to which the
employee will be, or may reasonably be expected to be, entitled at the
beginning of his next taxable year is different from the number to
which the employee is entitled on such day. To the extent and at
such times as the Commissioner may preseribe by regulations, such
employee shall furnish a new withholding certificate containing the
number of withholding exemptions which he claims, not exceeding
the r;umber to which he will be, or may reasonably be expected to be,
entitled.

Under section 1622 (h) (3) (A), as provided by this section, the with-
holding exemption certificate first takes effect as of the beginning of
the first pay-roll period ending on or after the date it is furnished,
if no previous certificate is then in effect. With respect to wages
paid without regard to a pay-roll period, such a certificate first takes
effect as of the first payment of wages made on or after such date.
However, in cases where a previous certificate is\in effect, paragraph
(3) (B) provides that a new withholding exemption certificate shall
take effect with respect to the first payment of wages made on or after
the first status determination date occurring at least 30 days from the
date on which such certificate is furnished. The status determination
date, as in the present law, means January 1 and July 1 of each year.
At the election of the employer, the new certificate may be made
effective with respect to any payment of wages made on or after the
date of furnishing such certificate. The committee amendment inserts
a new clause in this paragraph (3) (B) providing that a certificate
furnished under the provisions of paragraph (2) (C), discussed above,
shall in no event become effective with respect to any payment of
wages in the calendar year in which the certificate is furnished.

Paragraph (4) of section 1622 (h), as revised by this section of the
bill, provides that a withholding exemption certificate which becomes
efféctive under section 1622 (h) shall continue in effect with respect to
the employer until another certificate takes effect. :

In view of the changes made by the bill, particularly those relatin
to the exemptions for the normal tax and the surtax, it was deemeg
necessary to require new withholding exemption certificates for use
under the new law. Therefore, subsection (e) of this section of the
bill provides that all withholding exemption certificates which are fur-
nished under the present law shall be ineffective with respect to the
new withholding provisions. Thus, all certificates which are now in
effect or which may be put into effect with respect to wages paid before
January 1, 1945, will become ineffective when the amendments to with-
holding become applicable, i. e., with the first payment of wages made
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on or after January 1, 1945. Subsection (e) also requires every em-
ployee to furnish his employer with a new withholding exemption cer-
tificate on or before December 1, 1944, or if he commences his employ-
ment between such date and January 1, 1945, on or before the date
he commences such employment. Under the amendment as rephrased
by the committee, the number of withholding exemptions which the
employee may claim on such new certificate shall be the number which
he would be entitled to claim if the day on which such certificate is
furnished were January 1, 1945. If the certificate is furnished within
the time prescribed, it will be given effect with the first payment of
wages on or after January 1, 1945. However, if the new certificate
is not furnished on or before December 1, 1944, but is furnished prior
to January 1, 1945, it shall take effect in accordance with the provi-
sions of section 1622 (h) (3) (B), as added by this section of the bill,
unless it is furnished on or before the date of commencement of em-
ployment. Therefore, in such a case where the new certificate is fur-
nished during the month of December 1944, but not on the first day
of such month and not on or before the date of the commencement of
employment, the new certificate shall take effect with respect to the
first payment of wages made on or after the first status determination
date ogeurring at least 30 days after the furnishing of such new certifi-
cate. However, at the election of the employer such certificate may
be given effect with respect to any payment of wages made on or after
the date on which it is furnished, except that it shall not be made
effective with respect to any wages paid prior to January 1, 1945. The
provisions of section 1622 (h) (3) (B) will also govern the situation
where a new certificate is not furnished until on or after January 1,
1945, and is not furnished on or before the date of the commencement
of employment, provided a certificate was in effect with the same em-
ployer on December 31, 1944, under the provisions of section 1622 (h)
without regard to the amendments made by this bill,

Through the elimination by section 10 (b) of the bill of July 1 as the
status determination date for the personal exemption and credit for
dependents under section 25 of the code, it is no longer necessary that
under section 1622 (h) (1) an employer be prevented from giving effect
to changes in the status of his employces occurring after July 1.
Therefore, section 22 (f) of the bill amends section 1622 (h) (1) so as
to permit the employer, if he so elects, to give immediate effect to any
withholding exemption certificate with respect to wages paid after
the date of furnishing it.to the employer. This amendment is effective
only with respect to wages paid during the calendar year 1944,
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than The tax shall be than The tax sha]lLbe
$2,300 182,325 |$364 $204 ‘$164 $47 7 847 | 847 | #7
$0| 8550 | $O | $O (| $0 ! $0 [ $0 || 2,325 | 2,350 | 369 | 269 | 169 | 69 | 48 S| 48| 48 48 .
550 676 1 0 0] O 011235023756 374 | 274 | 174 | 74 49| 49| 49| 49 49
575 600 7 1 1 1 11123762400 [379 12791179 | 79| 49| 49 40 ( 49 49
600 625 | 12 2 2] 2] 2|/2400 | 2,425 [ 384 | 284 | 184 | 84| 60 80| 60| 80 50
625 650 17 2 2 2] 212425 2,450 1300|200 | 190 | 90| &1 5 51 51 51
650 676 | 22 3 3 3| 3] 245012475305 205|105] 95| 61 [} 51 51 51
676 700 | 27 4 4| 4 4] 2,475 | 2,500 | 400 [ 300 | 200 [ 100 | 52| 62| 62| 62 52
700 725 1 32 4 4 4 4112500252 |405([305|205(105] 63| 53 53 53 53
725 70 1 38 [} 5 5| 6252|2650 410 | 310 (210 [ 110 | 64| b4 54 54 &
750 75 43 8 (] [(] 6| 2,650 | 2,675 | 415 | 315 [ 216 | 116 64 54 b4 54 b4
775 800 | 48 6 6 6 61 2,675 (2600 | 421 | 321 | 221 | 121 651 65| 65| 56 5l
800 825 | 63 7 7 7 71126002 426 [ 326 | 226 | 126 | 66| 80 56| 686 56
825 850 | 58 8 8| 8| 8262512 431 1331 | 231 {131 | &8 56 | 56 56
850 875 | 64 8 8! 8| 81265]2 436 [ 336 | 236 | 136 | 67 | 671 &7 57 87
876 000 | 69 ] 9] 9] 926762, 441 | 341 | 241 | 141 58 58 | 68 58
800 925 | 74 10 10101101 2,700 | 2 446 { 346 | 246 | 146 | 58| 68 58 | &8 58
925 950 t 79 10 100|10]10]] 2,725 | 2 69 59
95 875 | 84 11 111112750 |2 457 1357 1 257 | 167 | 60 ) 60| 60| 60 60
9751 1,000 | 89 12 120 12] 124 2775 | 2, 462 | 362 | 262 ] 162 62| 60| 60| 60 60
LOOO | 1,025 | 95 12 12112 12 ] 2,800 | 2, 468 | 367 [ 207 | 167 ] 67| 61 61 61 61
1,025 1 1,050 | 100 13 13113131} 2,825 2, 473 | 372 ) 272|172 72| 62| 62 62 62
1,050 { 1,075 | 105 14 14 | 14| 14 || 2,850 | 2, 470 {378 [ 2718 [ 178 | 78| 62 62| 62 62
LO78 | 1,100 | 110 14 14 | 14| 14} 2,875 | 2, 485 1383 | 283 |1 1831 83 63 63 63 63
1100 ] 1,125 | 118 16 15115 | 16| 2, 2,025 1490 1 388 | 288 | 188 [ 88 | 64 | 64 64 64
1,125 1 1,150 | 120 20 16[16 {10 2,025 | 2,950 | 496 | 393 | 203 | 193 | 93| 64 64 64 64
1,160 | 1,175 | 126 26 1611616 |1 2,050 | 2,075 | 502 | 308 | 208 | 198 08 85 65 65 [i1]
1,175 | 1, 131 31 17017 (17 2975(3.000] 507 | 403 | 303 | 203 | 103 66|l 66 60 66
1,200 | 1,225 | 136 36 18] 18| 18 (] 3,000 { 3,050 | 616 | 411 | 311 | 211 | 111 67 |1 67 87 87
1,225 | 1,250 | 141 4] I8 1S | 18 (1 3,050 | 3,100 | 627 | 422 | 322 | 222 | 122 | 68 \ 63| 68 68
1,250 | 1,276 | 146 | 46 1911011913100 3,150 | 538 | 432 | 332 | 232 | 132 | 69| ;60| 69 69
1,275 | 1,300 | 1621 62 20120 [ 20| 3,150 | 3,200 | 549 | 442 | 242 | 24271 142 | 71 71 71 71
1,300 | 1,325 | 157 &7 20202 [} 3,200 {3,250 | 561 | 453 | 353 | 253 | 153 72 72 72 72
1,325 1 1,350 | 162 02 21 (21 )21 ] 3,25 | 3,300 | 572 | 463 | 383 | 263 | 163 73173 73 73
1,350 | 1,375 | 187 n? 222212211 8,300 3,35 | 683 | 473 | 373 1 273 | 173 761758 75 76
1,375 | 1,400 | 172 72 2222|221 83,350 3,400 | 604 | 484 [ 384 | 284 | 184 | 84| (76| 78 76
1,400 | 1,425 | 177 77 23123 | 23 |1 3.400 | 3,4 606 | 406 | 304 | 204 | 104 94 i 77 77
1,425 | 1,450 | 1R3 | R3 2424|241 349 3.°¢ 617 | 507 | 404 | 304 | 204 | 104 ;79 70 79
L 550 | 628 ) 518 1 4151 3151 215 | 115 ] 180 | 80 80

h . , 3
1,475 | 1,500 [ 193 | 03] 25] 25125 1?.550 3,600 [ 39 | O 425 | 325 | 225 1?5 82 1 82 82

1,526 | 1, .

1,650 { 1,675 [ 208 | 108 | 27 [ 27 | 27 ' 3,700 | 3,750 | 673 | 5A3 | 456 [ 350 | 250 | 156 | - 86 86
1,675 1 1,600 { 214 [ 114 | 23 | 2R [ 28 ' 3,750 | 3,800 | 6%4 | 6574 | 466 | 366 [ 266 | 166 | 87 | 87 87
1,600 {1,625 [ 219 | 119 ] 29 {29 | 20| 3,800 | 3,850 | 606 | A°A | 477 | 377 | 277 | 177 | 88| 88 88
1,626 [ 1,650 1 224 1 124 | 20 | 29 1 20 | 3.850 | 3,900 | 707 | 597 | 457 3R7 [ 287 | 187 | 00| 90 o

1,760 il
1:775 1,&R0 | 255 | 155 [ 55 | 33 | 33 |1 4,150 | 4,2 774 | 604 | 554 [ 440 [ 340 | 240 | 149 | 08 08
1,800 | 1,826 | 260 | 160 | 60 | 34 | 34 || 4,200 | 4,250 | 786 | 676 | 566 | 460 260 | 160 | 69 09
1,825 | 1,850 | 205 { 1685 | 65 [ 36 | 45 || 4,250 | 4,300 | 707 | 687 | 677 | 470 | 370 { 270 | 170 | 100 | 100
1,850 | 1,875 1170 70| 35|35 4300 | 4,350 | 808 | 698 | 688 | 480 | 330 | 280 | 180 | 102 | 102
1,875 | 1,000 6 | 176 { 76 | 36 | 36 || 4.350. | 4,400 | 819 | 709 | 599 | 481 | 391 | 201 | 101 | 103 | 103
1,000 | 1,025 | 281 [ 181 | 81| 37 [ 37 || 4.400 | 4,450 | 831 | 721 | @11 [ 501 { 401 | 301 | 201 | 104 [ 104
1,025 | 1,050 | 286 | 186 | 86 | 37 | 37 || 4,450 | 4,500 | 842 | 732 | 622 | 512 | 411 | 311 | 211 | 111 | 106
1,950 | 1,076 { 201 | 191 [ 01 )1 38 ¢ 38 . 4,550 [ 853 | 743 | 633 | 523 | 422 | 322 | 222 [ 122 | 107
1,975 1 2,000 | 206 | 108 | 96| 30| 30 | 4,550 | 4,600 | 864 | 754 | 644 | 634 | 432 | 332 | 232 | 132 | 109
2,000 | 2,025 1 302 | 202 ; 102 | 39| 39 [ 4,600 | 4,650 | 876 | 766 | 650 | 546 | 442 | 342 | 242 | 142 | 110
2,025 | 2,050 | 307 | 207 1 107°| 40| 40 [! 4,650 | 4,700 [ 887 | 777 | 667 | 557 | 453 | 353 | 263 | 163 | 111
2,000 | 2,075 | 312 | 212 | 112 ] 41 | 41 |] 4,700 | 4,750 | 808 | 788 { 678 | 568 [ 463 163 | 113
009 1 700 [ 689 | 570 | 473 | 373 } 273 { 173 | 114

2,200 | 2,225 | 343 | 243 | 143 | 45 | 45
2,225 12,250 | 348 | 248 | 148 | 48 | 45
2,250 1 2,276 | 353 1 253 | 153 | &3 ! 46
2,276 1 2,300 ' 350 | 250 ' 150 ' 69 ' 47

Normal tax exemption in case of hushand and wife: If the return includes gross income of both husband
and wife, the tax shall be that determined under the table, reduced by 3 percent of the amaller adjusted groes

income, but not by more than $18.
46
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Several examples will make clear how taxpayers will use this table.

(1) A taxpayer with two dependents has an income from dividends
and interest of $3,025, and does not have income from any other
source. Since there are no business deductions associated with
dividends and interest, $3,025 is the adjusted gross income. He
would follow down the income column until he found his adjusted
gross income, which would be in the bracket $3,000 to $3,050. He
would count the number of persons for whom he would have a surtax
exemption—that would be himself, and his two dependents, so he
would find his tax in the third column which has the figure $311.

(2) A merchant has a gross business income of $6,000. This
is simply his total receipts less the cost of goods sold. He has further
business deductions for depreciation, insurance, bad debts, and the
like, of $1,020. The return will afford a place to itemize these busi-
ness deductions. Subtracting these from his total income will yield
the adjusted gross income of $4,980. The taxpayer is married with
two dependents. On the table he will follow down the income column
until he finds his adjusted gross income for a joint return, which would
fall in the bracket $4,950 to $5,000. 'The persons eligible for surtax
exemption are his wife, himself, and the two dependents, Hence, he
will have to look in the fourth column where he will find his tax, $624.

WitHHOLDING TABLES

If the pay-roll period with respect to an employee 18 weekly

And the wages are— And the number of withholding exemptions oclaimed is—
o |t | 3|3 )| 4| s ) e ] 7|8 [0 (R
But Jess
At least than
The amount of tax to be withheld shall be—
$0 $0 $0 $0 $0 $ $0 $0 $0 $0
201 0 0 0 0 0 0 0 0 0
4010 0 0 0 0 0 0 0
.60 .10 .10 .10 16 .10 .10 .10 10 .10
.80 .10 .10 10 .10 .10 .10 .10 .10 .10
1.00 .10 .10 .10 .10 .10 .10 .10 .10 .10
1.20 .20 .20 .20 .2 .20 .20 .20 2 .
1. 40 .20 .20 20 .20 .20 .20 .20 .20 20
1.60 .20 .20 .20 .20 .20 .20 « 20 2€0 .20
1. 80 .20 20 .20 .20 .20 .20 .20 a 20
2.00 .30 .30 .30 .30 .30 .30 .30 30 .80
N 2.2 .30 .30 .30 .30 .30 .30 .80 .30 .30
440 | 2.40 . 60 .30 .30 .80 .30 .80 .30 .30 .30
460} 270 .70 .30 .30 .30 .30 .80 .80 .30 .80
4801 2.9 .90 .40 .40 .40 40 .40 .40 .40 .40
500) 310 110 .40 .40 .40 .40 .40 .40 .40 .40
5.20| 330 1.40 40 .40 .40 .40 .40 .40 40 .40
5.40 ) 3.50| 1.60 .80 .80 .80 .50 .50 .50 . 50 .50
5.60| 3.70| 1.80 .50 .50 .50 .80 .50 ) .50 .50
580 | 3.90| 200 .50 .80 .80 .80 .50 .50 . 80 80
600 410 22 .50 .50 .80 ) .50 . 50 .50 .50
6.20| 430)] 240 .60 .60 .60 .60 .60 .60 .60 .80
6.40 | 4.50| 260 .70 .60 .80 . 60 .60 .60 .60 .60
6.60 | 470 | 280 90 .60 .60 .60 .80 .60 .60 .60
6.00 ] 491 300| L10 .60 .60 .60 .60 .60 .60 .60
7.10| 610 3820 130 .70 70 .70 .70 .70 .70 .70
7.30| 630 3.40( LB0 .70 .70 .70 .70 70 .70 .70
7.50| 850 | 3.60] 170 .70 70 .70 .70 .70 .70 .70
38.eannnn. 7.70 [ 580 | 3.80 | 190 .80 .80 .80 .80 .80 .80 .80
39 790 600 4.00] 210 .80 .80 .80 .80 .80 .80 .80
810 6.20| 420) 2.30 .80 .80 .80 .80 .80 .80 .80
830] 640 | 450 250 .80 .80 .80 .80 .80 80 .80
850| 6.60| 470 270 .90 .00 .90 .90 .90 .80 .90
870 | 6.8 ) 49 29| 1,00 .90 .80 .90 .90 .90 .90
900 700| 610 3.20| 1.2 .90 .90 .90 .90 .90 .90
921 720! 630! 340! L4 .90 .90 .90 .90 .90 .90




48 INDIVIDUAL INCOME TAX BILL OF 1044

If the pay-roll period with respect to an employee i3 weekly—Continued

And the wages are— ' And the number of vxemptions {s—
10 or
Bt less 0 1 2 8 4 5 (] 7 8 ] more
At least than
The amount of tax to he withheld shall be—
$7.40 1 $5.50 | $3.60 | $1.60 | $1.00 | $1.00 | $1.00 | $1.00 | $1.00 | $1.00
7.60 570 | 3.80 1.00 1.00 1.00 1.00 1.00 1.00 1.00
7.80| 690| 4.00] 2.10 1.00 1.00 1.00 1.00 1,00 L00
8.00| 6.10] 420 2.30 1.00{ L00| 1.00 1.00 1,00 1.00
82| 630 440 2.60 1.10 1. 10 1.10 1.10 110 1,10
8.40| 6.60| 460 270 1.10 .10 1.10 1.10 1.10 1.10
870 670 480 2.9 L0} L10] L10 1.10 1.10 1.10
8.00] 600 500) 3.10 1. 20 .20 1.20 1,20 1.20 1.20
9.10| 710} 6.20| 3.30] 1.40| 120 1.20| L20| L20| 1.20
9.30 7.40] 540 3.50| 1.60) L20{ 1.20] 120| 120} 120
9.60| 7.60] 560| 3.70| 1.8 | 1.20] 1.20{ 120 1.20{ 1.20
9.8 | 7.80| 58 39| 200 1L30| 1.30] 130 1.30] 1.30
1000 800 6.10( 410 2.20| 1.30( 1.30]| 130} 1.30| 1.30
10.20{ 8.20] 6,30( 4301 2.40| 1.30] 1.30| 1,30 1.30( 130
10.60 | 8.60] 6.60] 460 270 1.40| 1,40! 1,40| 1.40]| 1.40
1,00 ] 890)] 7.00| 610] 3.10| 1.40| 1.40] 1,40 140 1.40
1.0 9.30| 7.40| 680} 3.60( 1.60{ 1.60] 1.60| 160]| 1.50
1.L90| 0.8} 7.80| 500] 40| 200] 1.60| 1.60| 1.60| 1.50
. 12,40 | 10.20 ] 8.20| 6.30| 4.40] 2.60] 1.60| 1,60] 1,60| 1.60
X 12801 10.70 | 8,60 6,70 48| 200| 1.60]| 1,60] 160! 1,60
. 3. 1,10 910} 7,10 6,20} 3.30| 1701 170 1L70| L70
. B 11,60 9.60| 7.60| 6.60| 3.70| 1.80}| L70| 170] 170
), 12200 9.9 800 6.00| 410 2.20| 1.80| 1.8} 1.80
i) 1260 | 10.40 | 8.40| 6.40| 450 2.60| 1.80] 1.80] 180
R 1290 [ 10.80 | 8.80| 6.0 4% | 3.00 1. 90 1,00 1.9
\ 13.40 [ 11,30 | 9.20f 7.30 | 65.40| 3.40( 200 | 200] 200
. X 13.80 [ 1,70 | 9.60( 7.70| 6.8 | .3.80 | 200{ 200] 2.00
3 14.30112.20 1 10,10 | 810 6.20 | 430 | 230 ) 210} 210
. § 14.70 1 12.60 | 10.50 { 8.50| 6.60| 4.70] 2.80] 210]| 210
. 3 16201 13.10 | 11,00 89| 7.00| 510 320} 220| 22
X 16.60 | 13.50 | 11,40 ] 0.30| 7.40| 5.60| 8.60] 220| 2.2
20. 30 16,10 [ 14.00 | 11,90 | 0.80( 7.80| 690| 400 230)] 230
20, 80 16.50 [ 14.40 | 12,30 | 10.20 | 8.30 | 6.30 | 4.40| 2.60| 230
21,20 17.00 | 14.90 | 12.80 | 10.60 | 8.70 | 6.70 | 4.80 | 2.90| 240
22,00 17.80 | 16,70 | 13.60 | 11.40 | 0.40| 7.60 | 6.60 | 3.60| 250
23,10 18.00 | 18.80 | 14.70 [ 12.60 | 10.40{ 8.50 | 6.60( 4.70| 270
24, 30 20.00 | 17.00 | 15,80 | 13.70 | 11.60 | 9.60 | 7.60] 670 | 3.80
25. 40 21,1071 10.00 | 16,90 | 14.80 [ 12.70 [ 10,60 | 8.60 | 6.70 | 4.80
26. 50 22.30 | 20.20 | 18,00 | 15.90 | 13.80 | 11,70 | ©.70 | 7.80 | &.80
27.60 23.40 | 21,30 1 19.20 | 17.10 | 14.90 | 12,80 | 10.70 | 8.80 | 6.90
28, 80 24.50 | 22,40 | 20,30 { 18.20 | 16.10 | 13.90 | 11,80 | 0.80 [ 7.90
20, 90 f 25.60 | 23,60 | 21,40 { 19,30 | 17.20 | 156.10 | 13.00 { 10.90 | 8.90
31.00 | 28.90 | 20.80 | 24.70 | 22. 60 | 20.40 | 18.30 | 16,20 | 14.10 | 12.00 | 10.00
32.10 | 30.00 | 27.90 | 25.80 | 23.70 | 21.60 | 19.40 | 17.30 { 15,20 | 13.10 | 11.00
33.80 | 31,70 | 20.60 | 27.50 | 25.40 | 23.20 | 21.10 | 19.00 | 16.90 | 14.80 | 12.70
36.10 | 34.00 | 31.80 | 20.70 | 27.60 | 25.50 | 23.40 { 21.30 | 19.10 | 17.00 | 14.90
30 36.20 | 34.10 | 32.00 | 20.90 | 27.70 | 25.60 | 23.50 | 21.40 [ 10.30 | 17. 20
.60 | 38.50 [ 36.30 | 34.20 | 32.10 { 30.00 | 27,00 | 25.80 | 23.60 | 21.50 | 19. 40
42.80 | 40.70 | 38.60 | 36.50 | 34.40 | 32.20 | 30.10 | 28.00 | 25.00 | 23.80 | 21.70
$200 80d OVer. o mneeee- 22.5 percent of the excess over $200 plus
43.90 | 41.80 | 39.70 | 37.60 | 35.50 | 33.40 | 31.30 | 29.10 | 27.00 | 24,00 | 22.80
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If the pay-roll period with respect to an employee 18 biveekly—Continued

And tho number of withholding exemptions clalmed is—

10or

more
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The amount of tax to be withheld shall be—

And the wages are—

than

But less

At least

...........

$100.......| $102.......] 20.60

$102.......
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If the pay-roll period with respect to an employce 18 biweekly—Continued

And the wages are— And the number of exemptions ls—
10 or
But less 0 1 2 3 4 8 6 1 8 9 More
At least than .
The amount of tnx to be withheld shall be—
|

$26. 80 |$22. 50 ':ls. 40 $14.60 {$10.70 | $6.90 | $3.00 | $3.00 | $3.90

27,70 1 23.40 [ 19.20 | 15.40 [ 11.80}| 7.70 | 4.00 | 4.00 4.00

28.60 | 24.30 | 20.10 1 16.20 | 12.40 | 8.0 | 4.70| 410 4.10

20.60 | 25.20 | 21,001 17.00 { 13.20 [ 9.30| 6.50 | 4.20| 4.2

30.40 | 26.10 | 21,60 | 17,90 | 14.00 { 10.20 | 6.30 | 4.30 | 4.30

81.30 1 27.00 | 22.80 [ 18.70 | 14.80 { 11.00 | 7.20 | 4.40 | 4.40

32,20 1 27.00 | 23.70 { 19.60 | 15.70 | 11,80 | 8.00 | 4.60 | 4.60

3310 | 28.80 | 24.60 | 20.40 | 16.50 { 12.70 | 8.80 | 5.00| 4.70

34.00 | 20.70 | 25.50 ( 21,30 | 17.30 | 13.50 | 9.60 | 5.80 | 4.80

35.60 { 31,30 1 27.10 { 22.90 [ 18.80 | 14.90 | 1L 10} 7.20| 5600

37.80 | 33.60 { 20.30 | 25.10 | 20.90 { 17.00 | 13,20 | 9.30 | 5.50

40.00 | 35.80 | 31.60 | 27.40 | 23.10 | 10.10 | 16.20 | 11,40 | 7.50

42.30 | 38.10 [ 33.80 | 20.60 | 25.40 | 21.10 | 17.30 | 13.50 | 9.60

44,50 1 40.30 | 36.10 | 31.80 | 27.60 | 23.40 | 19.40 | 15,50 | 11.70

46.80 | 42.60 | 38.30 | 34.10 { 29.00 | 25.60 | 21.40 | 17.60 | 13.70

49.00 | 44.80 | 40.60 | 36.40 | 3210 | 27.00 { 23.70 | 18.70 | 15.80

51.30 | 47.10 | 42.80 | 38.60 | 34.40 | 30.10 | 256.90 | 21.70 | 17.90

53.50 | 49.30 | 45.10 | 40.90 | 36.60 | 32.40 | 28.20 | 23.90 | 20.00

55.80 | 51.60 | 47.30 | 43.10 | 38.90 | 34.60 | 30.40 | 26.20 | 22.00

69.20 | 54.90 | 50.70 | 46.50 | 42.30 | 38.00 | 33.80 | 290.60 | 25,30

63.70 | 69.40 | 85.20 | 51.00 | 46.80 | 42.50 | 38.30 | 34.10 | 29.80

68.20 | 63.80 | 59.70 | 55.60 | 51.30 | 47.00 | 42.80 | 38.60 | 34.30

72.70 | 68.40 | 64.20 | 60.00 [ 55.80 | 51.50 | 47.30 | 43.10 | 38.80

77.20 1 72.90 | 68.70 | 64.50 | 00.30 | 56.00 | 51.80 | 47.60 | 43.30

22,5 percent of the excess over $400 plus
87.00 | 83.70 | 79.40 | 76.20 | 71.00 | 66.70 | 62 50 | £8.30 | £4.00 | 49.80 | 45.60

If the pay-roll period with respect to an employee is semimonthly

And the wages are— And the number of withholding execmptions claimed ts—
. 10 on
0 1 3 3 4 ] 6 7 8 9
At lcast | Butlos more
- than
The amount of tax to be withheld shall be—

nrdl ]| s| s| | | s| | s 0| ®
4.10 0 0 0 0 0 0 0 0 0 0
4. 60 .40 i) .10 .10 .10 .10 .10 .10 .10 .10
5.00 .80 .10 .10 10 .10 .10 .10 .10 .10 .10
540 L2 .20 .20 .20 .20 .20 .20 .2 .2 .20
5.80| 1.60 .20 2 .20 .0 .20 .2 .20 .20 .20
6.20] 200 .30 .30 .30 .30 .30 .30 .80 .30 .30
6.60 | 2.5 .30 .80 .30 .30 .80 .30 .30 . 80 .30
7.00 | 2,90 .40 .40 40| .40 .40 .40 .40 .40 .40
7.40 | 3.3 .40 . 40 .40 .40 .40 .40 .40 .40 40
7.90 | 3.70 .50 .50 .80 . 50 .50 . 50 .80 .50 .80
830 4.10 .80 .80 .80 .50 .50 .80 .50 .80 80
8.70 | 4.5 .80 .60 .60 .60 .60 .60 .60 .00 .00
9.10 ] 4.9 .80 .80 .60 .60 .60 .60 .60 .60 .00
9.50) 540! 1.20 .70 .70 .70 .70 .70 .70 .70 .70
0.90 | 580 1.60 .80 .80 .80 .80 .80 .80 .80 .80
10,30 [ 6.20] 2.00 .80 .80 .80 .80 .80 .80 .80 .80
10.80 | 6.60 | 2.40 .90 .90 .90 .90 .90 .90 .90 .90
11,2 { 7.00| 2.8 .90 .90 .90 .90 .90 .00 .90 .90
.60 7.40) 3.30] 1,00f 1,00 1.00| 1.00] 1.00| 1.00| 1.00] 1.00
122001 7.80) 370 | 1L.00 | LOO| 100} 1.00) 1LOO| 1.00| 100 | 1.00
12.40 | 8.30 [ 410 110 1.10 .10 L1I0| LI0] L10) 310 110
1280 ] 870 | 4.5 1.10 1.10 .10 L10| L10] L10)| L1710 1.10
1320 910 49| 120! 1.20( 1.20] 1,20 1.20] 1.20| 1.20| 1.20
1370 | 950! 5630/ 120! 1,90 1.20/ 1.20! 1.20]| 1.20| 1.9 1.9
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u ,
IENeII e SN East s rena e e e R asaatea s azasezarnEuRnrars

ettt tatat e S o S L B R F R e

BIR2BZIBRESRR[RERYS mmmwmwmwwmwmmwwwmwmwwwwwmmwwmwmwwmwmm
s SRXRRESgIYs¥sSdEsadsicgsgsgd

INDIVIDUAL INCOME TAX BILL OF 1944

SEILSEBIIRI2RS28:2 $RE2883288823888288888

e e e e e e I I i el Tl T R P e O N S S A A A e e g

22.5 peroent of the excess over $500 plus
110.30 [105.60 {101.00 | 96.50 | 91.90 | 87.30 | 8270 | 78.10 | 73.50 | 60.00 | 6440

If the pay-roll period with respect to an employee

And the wages aro—

But less
than

[ SO

8. .cnn-..

104.......

At Jeast

$70. e | $72..n.....|814

........

1 Tp—

§76..c.....] $78. ...
$§78. .| $80........

$80.

$100..___ | $102.. . .

BB4....uen.

$83...c.-..

102....... i
104.......| $106.._._..| 21

106.......] $108.......] 21

1200. ...

1210. ceue.-

1220..eee--

1230caee--

B00IAnA OVeEr..ceaenese
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If the pay-roll persod with respect to an employee s monthly

And the number of withholding exemptions claimed 13—

10 or

more
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The amount of tax to he withheld shall be—
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And the wages are—

But less
ithan

At least
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If the pay-roll period with respect to an employee 18 monthly—Continued

And the wages are— And the number of exemptions fs—
putl 0 1 2 | 8 | « 5 6 T | s o |loor
ut less
At least than |-
Tho amount of tax to be withheld ghall be—
$101.00 [$91.80 [$832.70 [$73. 50 |$64.30 [$55. 20 .00 |$37.70 1$20.30 |$21.00
105. 60 s&330 %7. 78.00 | 68.80 sgﬂ.'io ’b‘g.so $;;1.80 33,60 | 28.10
110.00 [100.80 | 91,70 | 82,50 | 73.30 | 64.20 | 55.00 | 45.00 | 37.60 | 29,30
114, 50 1106.30 | 96.20 | 87,00 | 77.80 | 68.70 | 69.50 | 50.30 | 41,70 | 33.40
119,00 [109.80 (100,70 | 91,60 | 82.30 | 73.20 | 64.00 | 54.80 | 45.90 | 37,50
125 116, 60 [107. 40 , 30 | 80.10 | 79.90 | 70.80 | 61.60 | 52,40 | 43,80
134,80 195,60 |116.40 |107.30 | ©8.10 | 88,00 | 79.80 | 70.60 | 61.40 | 52 30
143,80 |134.60 |125.40 (116,30 {107, 10 | 67.90 | 88,80 | 79.60 | 70.40 | 61,30
162,80 |143.60 |134.40 (125,30 {116. 10 [106.90 | 07,80 | 88.60 | 79.40 | 70.30
161.80 |152.60 |143.40 [134.30 (125,10 |115.90 (106.80 | 97.60 | 88,40 | 79,30
170.80 161,60 |152,40 (143,30 [134.10 {124, 90 [116,80 [106.60 | 97.40 | 88,30
170,80 /170,60 [161.40 152,30 |143,10 [133.90 |124.80 [115.60 |106, 40 | 97.30
188,80 |179.60 |170.40 {161, 30 [1562 10 [142, 90 |133.80 [124.60 |115.40 [106. 30
90 [167,80 188,60 [179.40 {170.30 [161.10 |151, 90 [142.80 |133.60 |124.40 |115 30
206, 80 [197.60 [188,40 {170, 30 (170.10 |160.90 {1561.80 [142 60 |133.40 1124.30
$1,000 and over. ....... 22.5 percent of the excess over $1,000 plus
220. 40 |211.30 (202,10 [192.90 [183.80 |174.60 [165, 40 |156,30 |147.10 (137,00 |128,80

If .the pay-roll pertod with respect to an emplw{es 12 a datly pay-roll period or a

miscellaneous pay-roll period
And the wages di- And the number of withholding exemptions claimed i3-—
v;d(;zd by igm mél!]nber
of days in such pe-
rlod are— o[ 1 [ 3 |[a] «| s ) 6| 7|8 | 9 |
But less The amount of tax to be withheld shall be the following amount multiplied by
At least than the number of days in such period .
90......... 160......| Wms (80 (%0 [$0 %0 s [0 (s [$0 [ %0 $0
$1.50. ... 1,75......| $0.30 [ O 0 0 (] 0 0 0 0 0 0
$1.76...... $2.00...... .35 .086] 0 0 0 0 0 0 0 0 0
$2.00 .25 .40 01 0 0 0 0 0 0 0 0 0
$2.25 .45 201 0 0 -0 0 0 0 0 0 0
$2.80 . 50 .25 .08 .05 .05 .03 05 .08 .08 .05 0B
$2.76 .58 .80 .05 .05 .05 .08 .06 .05 .05 08 05
$3.00 .80 .36 .06 .05 .05 05 .05 05 .05 06 05
$3.28 .65 .40 10 .08 .05 05 05 .05 .08 .05 .05
$3.50 .70 .45 .15 .05 .06 .05 05 .08 .08 05 )
$3.76 .76 .50 .20 .05 .05 .05 .05 .05 05 05 .08
$4.00 .80 .55 .25 .05 .08 06 .05 .05 .05 03 .05
$4.25 .85 .60 .30 10 .10 10 10 .10 .10 10 .10
$4.50 .90 .65 .35 10 .10 10 10 .10 .10 .10 .10
$4.75 .95 .70 .40 18 .10 , 10 .10 .10 .10 .10 .10
$5.00 1.00 .76 .46 .20 .10 .10 10 .10 .10 10 .10
$5.25 1.05 .80 .80 .25 .10 10 10 .10 .10 10 .10
$5.60 1. 10 .88 .60 .30 .10 10 .10 .10 .10 10 .10
$5.75 1.20 .80 .65 .35 .10 10 .10 .10 .10 10 10
$6.00 1.25 .96 .70 .40 .15 10 10 10 .10 10 10
$6.25 1,30 ] 1.00 (] .45 .20 15 16 .15 .16 15 18
$6.50 1.351 1.05 .80 .50 .25 .18 15 .18 .18 15 .15
$6.76 1.40| 110 .85 .86 .30 16 15 .18 .16 15 .16
37.00 1.46| 1156 .90 .60 .35 15 16 18 .16 15 18
7,28 $7. 1.50 1.20 .95 .65 .40 16 .15 16 .18 .18 18
$7.50. ... $7.78. ... 1. 65 .26 100 W70 45 .15 156 .18 .16 15 .16
gﬂb ...... $8.00...... 1.60] 130 {.06 .75 .80 .20 .16 .18 .16 .18 .15
00......] $8.25...... 1.70 1.40 .10 .80 .55 .25 .20 .20 .20 .20 20
$8.25...... $8.50...... .76} 1.45) 116 .85| .e0| .30f .20 .2 .20( .20| .2
$8.50...... $8.75. ..... 1,80} 150 L20| .00) .65 .35 .20 20 .20/ .2 .20
$8.75. ..... :9.00 ...... 1.85 1. 65 1.25 .95 i (t] .45 .20 .20 .20 .20 .20
$9.00...... 9.25. ..... 1,90 | 1.60| 130 1.05 W16 .50 .20 20 20 .20 .20
$9.25 ... $9.60......0 1.95 1,65 1.35| L10 .80 .85 .25 .20 .20 .20 .20
39.?) ...... $9.75......] 200) 170} 140 L.18 .85 .60 .30 20 .20 .20 .20
$90.75. .... $10.00..... 205| 176 1.45| L20 .90 .65 .85 .25 .35 .25 25
$10.00..... $10.60.....( 2.15 1,85 1565 1.28| L00 .70 48] .28 2% .25 .35
$10.50.....| $11.00.....] 2361 Le8| L65| L3651 1.10 .80 .88 .38 .28 .25 5 |
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If the pay-roll period

daily pay-roll period or &

is a
laneous pay-roll period—Continued

]

with respect lo an employee

misce

more

10 or
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....................

the number of days in such period

22,5 peroent of the excess over $30 plus

And the number of withholding exemptions claimed js—
§

The amount of tax te be withheld shall be the following amount multiplied by

6| 62| 6w | L7 | 540 &10

the wages di-
number

vided by
of days im such pe-
ried are—

And

But less
than

00.....
8. ....
00.....
00.....
50.....
00.....
80. ...

13
14
16
18
16
16

At least

$30.00 er over. oo




