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CURRENT TAX PAYMENT ACT OF 1943

MAT 28, 1943.-Ordered to be printed

Mr. DOtUGHTON, from the committee of conference, submitted the
following

CONFERENCE REPORT
[To accompany H. R. 25701

The committee of conference on the disagreeing votes of the two
houses on the amendment of the Senate to the bill (H. R. 2570) to
provide for the current payment of the individual income tax, and
for other purposes, having met, after full and free conference, have
agreed to recommend and do recommend to their respective Houses
as follows:
That the House recede from its disagreement to the amendment of

die Senate and agree to the same with an amendment as follows:
In lieu of the matter proposed to be inserted by the Senate amend-

ment insert the following
That (a) this Act may be cited as the "Current Tax Payment Act of
19143.

(b) MEANING Op TERMS USED.-Except as otherwise expressly
provided, term u8ed in this Act shall have the same meaning as when used
in the Internal Revenue Code.
SEC. 2. COLLECTION OF TAX AT SOURCE ON WAGES.

(a) IN GENENRAL.-Chapter 9 of the Internai Revenue Code (relating
to employment taxes) is amended by inserting at the end thereof the
follounwng new subchapters:

"SUBCHAPTER D-COLLECTION OF INCOME TAX AT
SOURCE ON WAGES

"SEC. 1621. DEFINITIONS.
"As used in this subchapter-
"(a) WAGES.-The term 'wages' means all remuneration (other than

fees paid to a public official) for services performed by an employee for
his employer, including the cash value of all remuneration pald in any
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medium other than, cash; except that such term shall not include remunera-
tion paid-

"(1) for services performed as a member qf the military or natvl
forces of the United States, other than pensions and retired pay
includible in gross income under Chapter 1, or

"(2) for agricultural labor (as defined in section 1426 (h)), or
"(3) for domestic service in a private home, local college club, or

local chapter of a college fraternity or -sorority, or
"(/t) for casual labor not in the course of the employer's trade or

business, or,
"(6) for services by a citizen or resident of the United States for

a foreign government or for the government of the Commonwealth of
the Philippines, or

"(6) for services performed by a nonresident alien individual,
other than a resident of a contiguous country who enters and leaves
the United States at frequent intervals, or

"(7) for such services, performed by a nonresident alien individual
who is a resident of a contigujous country and who enters and leaves
the United States at frequent inteircals, as may be designated by
regulations prescribed by the Commissioner with the approval of
the Secretary, or

"(8)for services for an employer performed by a citizen or resident
of the United States while outside the United States (as defined in
section 3797 (a) (9)) if the major part of the services for such em-
ployer during the calendar year is to be performed outside the United
States, or

"(9) for services performed as a minister of the gospel.
For the purpose of paragraph (8) services peiJormed on or in connection
uwth an American vessel (as defined in, section 1426 (g)) under a contract
of service which 'Is entered into within the United States or (luring the
performance of which the vessel touches at a port in the United Stlates, or
on or in connection with any? vessel as an employee of the United States
employed through ihe W4ar Shipping Administration, shall not constitute
services performed outside the Unitedl States.

"(b) PAYROLLPJ R loD.-The term 'payroll period' mtans a period
for which a payment of wages is ordinarily made to the employee by his
employer, and the term 'miscellaneous payroll period' means a p(iyroll
peri od other than a daily, weekly, biweekly, semimonthly, monthly,
quarterly, semiannual, or annual payroll period.

"(c) EiMPLOYEE.- The term 'em Jio?/,ee' includes an officer, employee,
or elected official of the United States, a State, Territory, or any political
subdivision thereof, or the District of Columbia, or any agency or instru-
mentality of any one or more of the foregoing. The term 'employee' also
includes an officer of a corporation.

"(d) EMPL'OYER.-The term 'employer' means the person for whom
an individual performs or performed any service, of whatever nature, as
the employee of such person, except that-

"(1) 4, the person for whom the individual performs or performed
the services does not have control of the payment of the wages for stuc
services, the term 'employer' (except for the purposes of subsection
(a)) means the person having control of the payment of such wages;
and
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"(2) in the case of a person paying wages on behalf of a non-
resident alien individual, foreign partners p, orforet corpora1
tion, not engaged in trade or business within the United States, the
term 'employer' (except for the purposes of subsection (a)) means
such person.

"(e) SINGLE PERSON.-The term 'single person' means a person with
respect to whom a withholding exemption certificate is in effect under
section 1622 (h) stating that such person is single, or is married and not
living with husband or wife, and ts not the head of a family.

"(f) MARRIED PERSON.-The term 'married person' means a person
'with respect to whom a withholding exemption certificate is in effect
under section 1622 (h) stating that he is married and living with husband
or nife.

"(g) MARRIED PERSON CLAIMING ALL OF PERSONAL EXEMPTION
FOR WITHHOLDING.-The term 'married person claiming all of personal
exemption for withholding' means a married person with reject to whom
a withholding exemption certificate is in effect under section 1622 (h)
stating that for the purposes of this subchapter such person claims all
of the personal exemption and that for the purposes of this subchapter
his spouse is claiming none of the personal exemption.

"(4) MARRIED PERSON (JLAIMING HALF OF PERSONAL ExemPTION
FOR WITHHOLDING.- The term 'married person claiming half of the
personal exemption for withholding' means a married person with respect
to whom a withholding exemption certificate is in effect under section
1622 (h) stating that for the purposes oJ this subchapter euch person
claims half of the personal exemption and that for the purposes of thiw
subchapter h'i spouse is claiming not more than half of such exemption.

"(i) MARRIED PERSON CLAIMINa NONE OF PERSONAL EXEMPTION
FOR WIThHOLDING.-Thee term 'married person claiming none of the
personal exemptionfor withholding' means a married person with respect
to whom a withholding exemption certificate is in effect under section
1622 (h) making no claim with respect to the personal exemption for the
purposes of this subchapter.

"(j) HEAD OF FAMILY.-The term 'head of a family' means a person
with respect to whom a withholding exemption certificate is in effect
under section 1622 (h) stating that he is the head of a family.

"(k) DEPE3NDENT.-T`he term 'dependent' means a person included in
a withholding exemption certificate in effect under section 1622 (h) as a
person dependent upon and receiving his chief support from the employee
aril either under eighteen years of agy or incapable of self-support because
mentally or physically defective.
"SEC. 1622. INCOME TAX COLLECTED AT SOURCE.

"(a) REQUIREMENT OF WITH1IOLDING.-EVery employer making pay-
ment of wages shall deduct and withhold upon such wages a tax equal
to the greater of the following:

"(1) 20 per centurm of the excess of each payment of such wages
over the family status withholding exemption allowable under sub-
section (b) (1) (A), or

" (2) 3 per centum of the excess of each payment of such uages
over the Victory tax withholding exemption allowable under mb-
section (b) (1) (B).
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"(b) WITHHOLDING EXEMP'TION.-
"(1) In computing the tax required to be deducted and withheld

under subsection (a), there shall be allowed as a withholding exeinp-
tion with respect to the wages paidfor each payroll period-

" (A) in computing the tax required to be deducted and with.-
held under subsection (a) (1), a family status withholding
exemption determined in accordance with the following schedule:

"Family Status Withholding Exemption

Married per- Ec eed.

on claiming Maryied per- Married perT Each depend.
whole of son claiming 8on claiming en, other

"PayroU period Single personal ex- half of per- none Of per- thad the first
perscm emption ,for 8onal eeremp- sonal exemnp- de

withholding Nion for with- tion for with- th heald of
or head f holding holding thf hail oy a
faminlyfanl

Weki . . $12 $24 $12 0 $5
$24 $48 $24 0

mia nonthlp-- ----------------------- $264$52 $26 0

Monthly------------------2------- O - $104 $62 0
Quarterly .$16f-6 $166 0 $78
Semiannual $312 $6)24 t$12 0 16

Annual --64 $1, 248 $624 0 "1i
Daily or misecellaneoue (per day ofauch
period) -$1.70 $2.40 $1.70 0 0.85

(B) in computing the tax required to be deducted and with-
held under subsection (a) (2), a Victory tax withholding exemp-
tion determined in accordance with the following schedule:

Victory Tax
lIithholding

"Payroll Period Jixemption
Weekly $. 000
Biweekly- 24.00
Seminmonthly- ---.-- 2G6.00
Monthly-- -2. 00
Quarterly-1/6-. 00

Semiannual-312.00
Annual---- 624.00
Daily or Miscellaneous (per day of such period)-1. 70

"(2) If wages are paid with respect to a period which is not a
payroll period, the withholding exemption allowable with respect to
each payment of such wages shall be the exemption allowed for a
misceIlaneous payroll period containing a number of days (including
Sunday and holidays) equal to the number of days in the period
with respect to which such wages are paid.
"(3) In any case in which wages are paid by an employer with-

ou* regard to any paroll period or other period, the witholding
exemption allowable with respect to each payment of such wages shall
be the exemption allowed for a miscellaneous payroll p)erio(l contain-
ing a number of days equal to the number of (lays includingq Sun-

days and holidays) which have elapsed since the date of tihe last
payment of such wages by such employer during the calendar year,
or the date of commencement of employment with suach employer
during such year, or January 1 of such year, whichever is the later.

" (4) In any, case in which the period, or the time described in para-
graph (3), in respect of any wages is less than one week, the Commis-
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Table: "Family Status Withholding Exemption


Table: [No Caption]
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sioner, under regulations prescribed by him with the approval of the
Secretary, may authorize an employer, in computing the tax required
to be deducted and withheld, to use the',eacess of the aggregate of the
wages paid to the employee during the calendar week over the with-
holding exemption allowed by this subjection for a weekly payroll
period.

"(6) In determining the amount toI be deducted and withheld
under this subsection, the wages may, at lhe election of the employer,
be computed to the nearest dollar.

"(C) WAGE BRACKET WITHHOLDING.-
"(1) At the election of the employer with respect to any employee,

the employer shall deduct and withhold upon the wages paid to such
employee a tax determined in accordance'with the following tables,
which shall be in lieu of the tax required to be deducted and withheld
under smbsection, (a).
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If the payroll period with respect to an employee is weekly

And the wages arc

At least

0
10
16
50
56
sO
40
60
60
70
80
90
100
110
150
ItO
140
160
160
170
180
190

But lesu
than

010
16
50
55
30
40
60

70
8090

100
110
1t0
130
140
160
160
170
180
190
200

And, (1) such person is a married person ciafin" 702e of personal exemption for with-
holding and ha.-

No One
depend- depend-

ents ent

The amount of tax to be withheld 8haUl be--

$1.00
5.60
3.60
4.60
6.60
7.00
9.00

11.00
13.00
16.00
17.00
19.00
21.00
1(.00
56. 00
7. 00

X9. 00
31.00
33. 00
36.00
37. 00
39.00

5.303.30
4.30
6.80
7.80
9.80
II.80
13.80
16.80
17,80
19.80
51.80
M.80
26. 80
7. 80

29. 80
31.80
33.80
36.80
37. 80

1.101.10
3.10
4.60
6.60
8.60
10.60
10.60
14.60
16.60
18.60
10.60
5f. 60
54.605660
58.60
30.60
3t. 60
34.60
36. 60

$0.50
.90

1.90
3.40
6.40
7.40
9.40
11.40
13.40
16.40
17.40
10.40
5 .40
53.40
56,40

17. 4050.40
.1.40
33. 40
36.40

.30

8.50
10. t0

14.50
16.20O
18.5f0
50.10

14.201
56.tO
58. to
30. 50
3S, to
34. t0

160
1.00
3.00
6.00
7.00
9.00
11,00
13.00
16.00
17.00
19.00
51.00
53.00
56.00
17.00
19.00
31.00
33. 00

.30

.60

.70
1.80
3.80
6.80
7.80
9.80
11.80
15.80
16.80
17.80
19.80
21.80
23. 80
16.80
17.80
19.80
31.80

. 60

5.60
.60

10.60
15.60
14.60
16.60
18.60
500.60
15.60
24.60
56.60
58.f60
30.60

.30

.60

.70
1.00
1.40
S.40
6.40
7.40
9.40
11.40
13.40
16.40
17.40
19.40
51.40
Rs.40
26.40
57.40
29.40

t. sO.30
.60
.70
1.00
1,30
S.to

8.50
10.50
14.5016.50
18.20

IotOB
420.5
54.50
6.50

58.50

$200 or over..0%.MD o the excess over $500 plus

$40.00 $38. 80 $37. 60 $36. 40 $36. 20 $4.00 | $3. 80 $31. 60 5.40 $59.50
.~~~~~~~ I I I II I

- 2 t

6

ITwo Three Four |Fiv | & Seven Eight Nine
depend- depend- depend. depend. depend- depend- depeiid- depend.

cunts cents cnts cunts eCt ents en nt

Or, (2) such person is a married persona claiming half of personal
exemption for withholding and has-

No One Two Three Four Five Su Seven
depend- depend- depend- depend- depend- depend- depend- depend-

C1ts cnt cents ent ents ct cuts cnts

Or, (3) such person is a single person and ha#-

No One Two Three Four FiSeSix Seven
depend- depend- depend- depend- depend- depend- depend- depend.

C7te cnt ents ents ents cnts cWts ent

Or, (4) suc person is a married person claiming all
of personal exemption for withholding and has-

No One | Two Three Four Five
depend- depend- depend- depend- depend- depend-

ents Crt ents cuts cuts cuts

Or, (6) guch person is head of a family and haa-

No
depend- Two Three Four Five Six
cuns or depend- depend- depend- depend- depend.
one de- cnls enta cnt8 cuts ents
pendent

Ifthe number ofdependents IJ in excess of the large-st number'ofdependents shown, the amount oftax to be with-
held shall be that applicable In the case ofthe largest number ofdependents shown reduced by $1.50for each dependent
over the largest number shown, except that in no event shall the amount to be withheld be less than 3 per centum
of the excess of the median wage in the bracket in which the wages fall (or if the wages paid are $100 or over, of the
CxCess of the wages) over $15, computed, In case such amount 1J nof a multiple of $0.10, to tie nearest rntuiple of
$0.10.

. .I~I__
9.869604064

Table: If the payroll period with respect to an employee is weekly
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If the payroll period with respect to an employee is biweekly

And, (1) sLch person is a marred person claiming none of personal exemption for with-
holding and has-

And thc woages arc odtr

No One Two Three Four Five Six Sen . Eight Nine
depend- depend- depend- depend. depend- depend- depend-I depend- depend- depend-

ents ent en s cents cents ent# cents eents cents ents

Or, (2) such person Is a narried perTson cla fining half of personal
exemption for withholding and has-

No One Two Three Four Fice S;I Seren
depend- depend- depend- depend- depend- depend- depend- depend-

ents ent ents ents ents ents ents ents

Or, (3) such person IJ a single person and has-

No One Two Three Four Five Sir Seven
depend- depend- depend- depend- depend- depend- depend- depend-

ent enit cnts cents ents entC ents entfs

But lIs Or, (4) such person is a married person chaining allAl Weait than of personal exemption for withholding and has-

No One Two Three Four Five
depend- depend- depend- depend- depend- depend-

ents cta ents ents ents ents

Or, (6) such person Is head of a family and has-

Nlo
depend- Two Three Four Five Siz
cents or depend- depend- depend- depend- depend-
one de- cuts cents cents ents Icts
pendent

The amount of tax to be withheld shall be-

$0 $20 $2.00-. - - ---

t0 30 6.00 $2.60 $0. 0 -------- -------- ---- - --i -- -- ------ --- .-- - ---

50 40 7.00 4.60 .20 $0.30 t0.30 1 $0. 0- $0.3O t0 $0.30 0.30 $0. 0
40 60 9.00 8.60 4.20 1.80 .60 .60 .00 .60 .60 .60
60 60 11.00 8,60 6.20 3.80 1.40 .90 . DO .I 0 .90 .90
60 80 11.00 11.60 9.O 6.80 1.40 1 0o 1.40 I. 0 1.40 1 0
80 100 I .00 16.60 13.20 110.80 1 .40 6.V00 3.60 2.J0 5.00 it0
100 120 22.00 19.60 17.20 14.80 12.40 10.00 7.60 6.20 5.80 9.60
ItO 140 26.00 23.60 21.20 18.80 10640 14.00 11.60 9.20 6.80 4.40
140 160 30.00 27.60 25.0 22.80 20.40 18.00 S16.60 1I.201 10.80 8.40
160 180 4. 00 31.60 29.20 12080 .40 2t. 00 19.60 17.20 14.80 12.40
180 200 38.00 36.60 83.20 30 80 N8.40 1 600 23.60 21.20 118.80 16.40
200 220 42. 00 89.60 37.20 1 3480 t2.40 30.00 7. 60 16.20 22.80 20.40
M0 J10 6.00 43.60 4I1.20 38.80 36. 40 3400 31.60 9.f20 2 80 24.40
240 590.00 47.60 46.20 42.80 40.40 38.00 36. 60 33.20 30.80 28.40
260 280 400 51.60 .W0 46.80 44.40 41 .00 39.60 37.20 31.80 t.40
280 300 68.00 65.60 6 .20 60.80 48.40 46.00 43.60 41.20 38.80 38.40
300 3f0 62 00 69.60 67.20 64.80 5.40 60.00 47.60 46. 0 41.80 40.40
320 340 60.00 63.60 61.20 16880 56.40 64.00 61.60 49.0 46.80 14.40
340 360 70.00 67.60 66.20 62 80 60.40 68.00 66.60 63.20 60.80 14 40
360 380 7 .00 71.60 69.20 66 80 64. 40 6IJ00 69.60 67. f0 64.80 62 40
380 400 78.00 75.60 73.20 70.80 68. 40 66.00 83. 60 61.20 68. 80 68.40

w0% of the excA over $400 plus

$80.00 I|Ml. 60 | $76.20 1 $7f. 71 0.40 1 $68.00 1
If the number of dependents Is In excess of the largest number of dependents shown, the amount of tar to be with-

ael4 shalloc that applcable in the case of the largest number oftdependents shown reduced by $2.40for each dependent
oCre the largest number shown, except that In no event shall the amount to be withheld be less than 3 per centumn 0
the excess of the median wage in the bracket In which the wages fall (or if the wages paid are $400 or occr, of the

excess of wagee) over $24, computed, in case such amount is not a multiple of $0.10, to the nearest muUiplc of
p0.10.

7X400 or r.---------

$66.601 $.3o $60.80t $58.40

9.869604064

Table: If the payroll period with respect to an employee is biweekly
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If the payroll period with respect to an employee is semimonthly

And, (1) such person Is a married person claiming none of personal exemption for with.
holding and has-

Artd the woages are
No One Two Three Four Fire S Stren ETight Nine

depend- depend- depend- depend- depend depend. depend- depend. depend- depend-
ent cnt ents ents Centi cnts entJ cnts cuts ents

Or, (2) such person ie a married person claiming half of personal
exemption for withholding and has-

No One Two Three FouFive Six even
depend- depend- depend- depend- depend- depend- depend- depend-

ents cnt cnts cents ens cet cnts cnts

Or, (3) such person IJ a single person and has-

No One Two Three Four lFive Six Seven
depend- depend- depend- depend- depend- depend- depend- depend-

ents cut cents cutc cents ents ents ente

But lets Or, (4) such person iJ a married person claiming allAt least than of personal exemption for withholding and has-

ANo One Two Three Four Ffve
depend- depend- depend- depend- depend- depend-

ents cnt cuts cuts cuts cnt

Or, (6) such person is head of a family and has-

No I
depend- Two Three Four Five Six
cnts or depend- depend- depend- depend- depend-
one de- cts ctsa cnts nts cents
pendent

The arnount of tax to be withheld shall be-

to~ ~to $1 - - --- ---

$0 20 $2.001..11..1.11...1.11...
20 30 6.00 1 $ .40 1 . 1 1 1. 1. 1 --------

30 40 7.00 4.40 $1.80 $t0.30 tO.30 $0.30 $0.30 $0.30 $0.30 $t0.30
40 60 9.00 6.40 3.80 1.20 .60 .60 .60 .60 .60 .60
60 60 11.00 8.40 6.80 3.01 .90 .90 .00 .90 .90 .90
60 80 10.OO11I40 8.80 6.20 3.60 1.30 1.l0 1.30 1.30 1.30
80 100 1 00 16.40 1L.80 10.20 7.60 6.00 2.40 1.90 1190 1.0g

100 120 2 0oo 19.40 10.80 14.20 11.60 9.00 6I40 3.80 9.60 2.60
120 140 26.00 £3.40 t0.80 18.20 16.60 13.00 10.40 7.80 6.20 3.10
iWO 160 30.00 27.40 24.80 22.201 19.60 17.00 1l4.40 11.80 9.20 6.60
o0 180 34.00 31.40 28.80 6t.0 S.60 21.00 18.40 16.80 13.fo 10.60

180 200 38.00 36.40 31.80 30.to 27.60 £5.00 12.40 19.80 17.20 14.60
20o 22o 42.00 39.40 36.80 34.20 31.60 290 28.40 23.80 1l.2O 1 .60
ffo 240 46.00 4 .40 40.80 38.20 356.60 33.00 30.40 27.80 25.20 92.60
240 260 60.00 47.40 44.80 i4i. 39.60 37.00o 4.40 i1.80 129.O 2 .60
26O f80 64.00 51.40 48:80 6.fO 48.60 41._00 38.40 36.80 33.20 30.60
280 300 68,00 56540 52 80 10.20 47.60 46500 42.4 39. 80 37.20 3 .60
Soo 3RO 62.00 69.40 66.80 64.10 61.60 49.0 46. 0 43.80 41.2o 3 .60
32o 340 66.00 63.40 60.80 68.0 566.60 63.n00 60.40 47.80 46.20 42. 60
340 360 70.00 67.40 64. 80 61.20 69. 60 67.00 64.40 61.80 40. o 46.60
360 380 74.00 714.0 68.80 66.20o 63.60 61.00 68.40 65.80 63t.20 0.60
380 400 78.00 76. 40 72.80 70.20o 67.60 66.00 62.40 69.80 67.20 64.60

$400 or over.0.......%O of the excess over $400 Plus

$80.00 $77.40 $74.80 |7 20 $69.60 | $67.00 64.-40 $61.80 $69.20 $66.60

If the number of dependents is in excess of the largest number of dependents shown, the amount of tax to be with-
held shall be that applicable in the case of the largest number ofdependents shown reduced by $2.60for each dependent
over the largest number shown, except that in no event shall the amount to be withheld he les than . per centum of
(he excess of the median ivage in the bracket in which the wages fall (or if the wages paid are $400 or over of(t&
excess of the wages) ocer $26, computed, in case such amount is no( a muUiple of $0.10, to thc nearest inultIple
f 10.10.

9.869604064

Table: If the payroll period with respect to an employee is semimonthly
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If the payroll period with respect to an employee is rnonihly

And, (1) such person is a married person claiming none of personal exemption for ti-
holding and has-

And the wage# are
AnO One Two Three Four Five Six Seven 'Eight Nine

depend- tdepend- depend- depend- depend- depend- depend- depend- depend- depend-
ell1s ent Ctts CiltJ entJ e nts eC te ent ent ents

Or, (2) such person Is a married person clainrnfn half of personal
exeiinptionfor withholding and has-

No One Two Three | Four Five Six Seven
depend.depdepnd- depend- depend-'depend-

eflts ent cents entJ I ente ntas cnts e|nit

Or, (8) such person Is a single person and has-

No One Two Three Four Five Six Seven
depend- depend- depend depend- depend- depend- depend- depend.

cnts cut cnts cnts e|I ent 71ts ents ents

Bid leIs Or, (4) such person is a married person claiming allAl least than of personal exemptionfor withholding and has-

No One Two Three Four Five
depend- depend- depend- depend- depend- depend.

cents ent euts cute ents emnt

Or, (6) such person is head of a family and has-

depend- Two- Three Four Five Six
ents or depend- depend- depend- depend- depend-
one de- enli cuts cuts cn.8s nite
pendent

The amount of tax to be withheld shall be-

$0 $40 $4.00.----- --.---------- -------.----- --- ---- - --
40 60 9.00 $3.80 -- --- -------- --- ---- - ------ .------- - -- --1 ---- -- -- .
60 00 11.00 6.80 t0.60 $0.10 $0.10 $0.10 $0.10 $0.10 $0.10 $0.10
60 70 18.00 7.80 1.60 .40 .40 .40 .40 .40 .40 .40
70 80 16.00 9.80 4.60 .70 .70 .70 .70 .70 .70 .70
80 100 18.00 12. 80 7.60 1.40 1.10 1I10 1,1 1.10 1.10 1.10
100 1£0 22.00 16.80 1II. 60 6.40 1.70 1.70 1.70 1.70 1.70 1.70
120 140 28.00 10.80 16.60 10.40 6.20 2.80 2.30L8t0 28 .8s0
140 160 80.00 24.80 19.60 14.40 9.20t 4.00 2.90 2.90 2.90 2.90
160 200 6.600 80. 80 26.60 20.40 15.20 10.00 4.80 8.80 8.80 8.80
2o0 240 44.00 88.80 85.60 28.40 2M8.0 18.00 12.80 17.60 6.00 5.00
tl0 t80 62.00 46.80 41. 60 88.40 81.t20 2.00 t0. 80 16.60 10.40 .2t0M80 t80 60.00 64. 80 49.60 44.40 89. 20 84.00 8. 80 28.60 18.40 1I820
820 860 68.00 62.80 67.60 51.40 47.0 1 42.00 88.80 81.60 28.40 21to.
860 400 78.00 70.80 05.60 60.40 66.201 60.00 44.80 19,60 34.40 29.20
400 440 84.00 78.80 78.60 68.40 68.20 68.00 62.80 47.60 42.40 37.20
440 480 92.00 86.80 81.60 76.40 71.20 66.00 60.80 66.60 60.40 46.20
480 620 100.00 94.80 89.60 84.40 79.20 74.00 68.80 68.80 68.40 68.20
620 660 108.00 10t.80 97.60 92.40 87.20 82.00 78.80 71.60 68.40 f61.20
660 600 116.00 110.80 105.60 100.40 1956.0 00.00 84.80 79.60 74.40 69.20
600 640 124.00 118.80 118.60 108.40 108.01 98.00 92. 80 87.60 82.40 77.20
640 680) 182.00 126.80 121. 60 118.40 111.20 108.00 100.80 96.60 90.40 85.20
680 720 140.00 134.80 120.D60 124.40 119.20 114.00 108.80 103.60 98.40 93. 0
720 760 148.00 142.80 137.60 181.40 127.20 1 2.00 116. 80 1Il.80 108.40 101.20
760 800 166.00 160.80 146.60 140.40 186.20 18t0.00 124.80 119.60 114.40 109.90

IWO or over 20%....., 7o of the excess over $800 plus

$160.00 I$16580 I$149. 60 1$44. 40 $19.2to $134.00 Is1ta 80 $128.60 1j118.40 $118.90

lithe number of dependents is In excess of the largest number of dependents shown, thw amount oftax to be wiith-
held hall be that applicable in the case ofthe largest number of dependents shown reduced by $6.20for each dependent
over the largest number shown, except that In no event shall the amount to be withheld be less than 3 per centum of
the excess of the median wage in the bracket in which the tvageJ paid fall (or If the ages paid are $800 or over, of
the ecess of the wages) over $62, computed, in case such amount Is not a multiple of $0.10, to thc nearest mullplo
of so.10,

9
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Table: If the payroll period with respect to an employee is monthly
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If the payroll period with respect to an employee is a daily payroll period or a
iniscella neous payroll period

And, (1) such person Is a married person claiming none of personal exemption for
AnM th4 wages di- wthholding and has-
sided bl/ thce
iusmbr qfdays_
in sud period No One Two Three Four Five Six S n ih Nine
gre- depend- depend- depend. depend. depend- depend- depend- depend- depend- depend.

Cets cnt cnts cts cuts enteentecnts cts cuts

Or, (2) such person Is a married person claiming half of personal
exemption for withholding and ha&-

No One Two Three Four Five Six Seven
depend. depend- depend. depend- depend- depend. depend. depend.

ents cnt cnts cunts elt cnts cunt ente

Or, (8) such person Is a single person and has-

No | One Two Three Four Five SIz Seven
depend- depend- depend- depend- depend- depend- depend- depend-

cnts cut ent s ents ff1 enlca ents ents

Or, (4) such person is a married person claiming at
At leastt But less of personal exemption for withholding and has-than

No One | T"o Three Four Five
depend. depend- depend- depend. depend- depend-

ents cut cnts cnts cnts ents

Or, (6) such person Is head of a family and has-

No
depend Two Three Four Five Six

suts or depend- depend- depend- depend- depend-

one de- utr s cnts cts cunts cunts

The amount of tax to be withheld shall be the following amount multiplied by the
number of daVs in auCh period

$0 $1 0. 10.-------- 1 1 - . -------- - .
I * .S0 0.156 -------1-------.--------.--------.--------.--------- -

J 8 .60 .36 $t0. 15-1 . 1 . --------1--------
5 4 .70 .66 .35 10.0 $t0.05 $0.05 $0.05 $0.05 10.05 t0.05
4 6 .90 .76 .66 .40 .A0lo .10 .10 .10 .10 .10
6 8 1.10 .95 .76 .60 .40 .25 .10 .10 .10 .10
6 7 1.30 1.15 .95 1 .80 .60 .45 .s8 .16 .15 .16
7 8 1.60 1.85 1. 16 1.00 .80 .86 .60 .10 .15 .16
8 D 1.70 1.65 1.861 1.20 1.00 .86 .70 .50 .86 .20
9 10 1.90 1.75 1.66 1.40 1.20 1.06 .90 .70 .56 .1 5

10 I 9.20 9t.06 1.85 1.70 1.60 1.55 1.20t 1.00 .86 .65
I1 14 2.60 9. 46 .2 2.10 1.90 1.76 1.80 1.40 1. JJ 1. 05
11 l1 8.00 t85 9.056 2.60 9.80 9156 9.00 1.80 1.86 1. I
18 18 8.40 8.25 8.05 2.90 9.70 9.565 2.40 9.t0 9.05 1.86
18 0 S.80 1 3.66 8.46 8.80 8.10 2.95 2.80 9.60 9.45 J.t6
t0 t9 4.20 4.06 8.86 8.70 8.60 8.85 3.20 8.00 t.85 9.B6
22 24 4.60 4.46 4.25 4.10 8.90 8.76 8.60 8.40 S.26 5.06
94 26 6.00 .85 1.865 4.60 4.80 4.15 4.00 8.80 8.65 8.46
26 98 4.40 5.26 ..061 90 4.70 4.65 1.40 4.20 4.05 .6
9 30 6.80 6.65 6.45 6.80 5.10 4.96 180 4.60 .456 4.26

U8 or over 0% of the excess over $80 plus

$6.00 $5.8 $5.65 $56.&0 1 $6.30 1 $5.16 1 $6.00 $4.80 $4.66 $4.45

If the number of dependents Is In excess of the largest number of dependents shown, the amount of tax to be with-
hcld shall be thatapplicabte In the case of the largest number of dependents shown reduced by$0.16for each dependent
over the largest number shown, xcept tMat in no event shall the amount to be withheld be less than 8 per centum of
thc excss ofthc product of the median wage in the bracket in which the wages fall and the number of days in the
period (or if the ~wege paid are $80 or over, of the excess of the wages) over the product of $1.70 and th number of
days fn the period, computed, In case such amount is not a multiple of $0.06, to the nearestmultiple of $00.0.

10
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Table: If the payroll period with respect to an employee is a daily payroll period or a miscellaneous payroll period
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CURRPXN TAX PAYMENT ACT OF 1948 11

" (2) If wages are paid with respect to a period which ie not a
payroll period, the amount to be deducted and uithheld shall be th
applicable in the case of a miscetlaneons payroll period containing
a number of days (including Sundays and holidays) equal to the
number of days in the period uwith respect to which such wages are
paid. /

" (3) In any case in which wages are paid by an employer withu
regard to any payroll period or othJer period the amount to Be deducted
and withheld shall be that applicable in tie case of a miscellaneous
payroll period containing a number of days equal to the number of
days (including Sundays and holidays) which have elapsed since the
date of the last payment of such wages by such employer during the
calendar year, or the date of commencement of employment with
such employer during such year, or January 1 of such year, which-
ever is the later.

"(4) In any case in which the period, or the time described in
paragraph (3), in respect of any wages is less than one week, the
Commissioner, under regulations prescribed biy him with the approval
of the Secretany, may authorize an employer to determine the
amount to be deducted and withheld under the tables applicable in
the case of a weekly payroll period, in which case the aggregate of the
wages paid to the employee during the calendar week shall be con-
sidered the weekly wages.

"(5) If the wages exceed the highest wage bracket, in determining
the amount to be deducted and withehld under this subsection, the
wages may, at the election of the employer, be computed to the nearest
dollar.

"(d) TAX PAID BY RECIPIENT.-If the employer, in violation of the
rouisions of this subchapter, fails to deduct and withhold the tax under

this subchapter, and thereafter the tax against which such tax may be
credited is paid, the tax so required to be deducted and withheld sh1al not
be collectedfrom, the employer; but this subsection shall in no case relieve
the employer from liability for any penalties or additions to the tax
otherunse applicable in respect of suchfailure to deduct and withhold.

"(e) NONDEDUCTIBILITY OF TAX IN COMPUTING NET INcoME.-The
tax deducted and withheld under this subchaupter, shall not be allowed as
a reductionn either to the employer or to the recipient of the income in
computing net income for the purpose of any tax on income imposed by
Act of Congress.

I'([) REFUNYDS OR CREDITS.-
"(1) EMPLOYERS.-I'Vhere there has been an overpayment of

tax under this subchapter, refund or credit shall be made to the em-
ployer only to the extent that the amount of such overpayment was
not deducted and withheld under this ubchapter by the employer,

"(2) EMPLOYEES.-For refund or credit in cases of excessive
withholding, see section 322 (a).

"(g) INCLUDED AND EXCLUDED WAGass.-I the remuneration paid
by an employer to an employee for services performed during one-haf or
more of any payroll period of not more than thirty-one consecutive days
constitutes wages, all the remuneration paid by such employer to such
employeejor such period shall be deemed to be wages; but if the remunera-
tion paid by an employer to an employee for services performed during
more than one-half of any such payroll period does not constitute wages,

11
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then none of the remuneration paid by such employer to such employee
for &uch period shall be deemed to be wages.

"(h) WITHHOLDING EYEMPTION CERTIFICATES.-Every employee
receiving wages shallfurnish his employer a signed withholding exemption
certificate relating to his status for the purpose of computing the withhold-
ing exemption, or if the employer exercises his election under section 1622
(c) (relating to wage bracket withholding), for the purpose of computing
the amount to be deducted and withheld under such subsection. In case
of a change of status, a new certificate shall be furnished not later than ten
days after such change occurs. The certificate shall be in such form and
contain such information as the Commissioner may, with the approval oj
the Secretary, by regulations prescribe. Such certificate-

"(1) If furnished after the date of commencement of employment
with the employer by reason of a change of status, shall take' effect
with respect to the first payment of wages made on or after the first
status determination date which occurs at least thirty days from
the date on which such certificate is furnished to the employer,
except that at the election of the oflployer such certificate may be
made effective with respect to any previous paxymnent of wages made
on or after the date of the furnishing of such certificate. For the
purposes of this paragraph the term, 'status determination date'
means January 1 and July 1 of each year.

"(2) If furnished otherwise than .by reason of a change of status,
shall take effect as of the beginning of the first payroll period ending,
or the first payment of wages made without regard to a payroll
period, on or after the date on which such certificate is furnished to
the employer.

A certificate which takes effect under this subsection shall continue in
effect with respect to -the employer until another such certificate furnished
by the employee takes effect under this subsection. If no certificate is
in effect under this subsection with respect to an employee, such employee
shll be treated, for the purposes of the withholding exemption., or in.
case the employer exercises his election under section 1622 (c) (relating
to wage bracket withholding), for the purpose of computing the amount
to be deducted and withheld under szich, subsection, as a married person
claiming-none of the personal exemption for withholding and having no
dependents.

"(i) OVERLAPPINGa PAY PERIODS, AND SO FoiRTH.-If a payment of
waxges is made to an employee by an employer-

"(1) with respect to a payroll period or other period, any part of
which.is included in a payroll period or other period with respect to
which wages are also paid to such employee by such employer, or

"(2) without regard to any payroll period or other period, but on
or prior to the expiration of a payroll period or other period with
respect to which wages are also paid to such employee by such
employer, or

"(3) with respect to a period beginning in one and ending in
another calendar year, or

"(4) through an agent, fiduciary, or other person who also has the
control, receipt, custody, or disposal of, or pays, the wages payable
by another employer to such employee,

the manner of withholding and the amount to be deducted and withheld
under this subchapter shall be determined in accordance with regulations
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prescribed by the Commissioner with the approval of the Secretary under
which the withholding exemption allowed to the employee in any calendar
year 8hall approxmate the withholding exemption allowable with respect
to an annual payroll period.

"Ci) WITHHOLDING ON BASIS OF AVERAGE TVAGES.-The Commis-
sioner may, under regulations prescribed by him with the approval of the
Secretary, authorize employers (1) to estimate the wages which will be
paid to any employee in any quarter of the calendar year, (2) to determine
the amount to be deducted and withheld upon each payment of wages to
such employee during such quarter as if the appropriate average of the
wages so estimated constituted the actual wages paid, and (3) to deduct
and withhold upon any payment of wages to such employee during such
quarter such amount as may be necessary to adjust the amount actually
deducted and withheld upon the wages of such employee during such
quarter to the amount required to be deducted and withheld during such
quarter without regard to this subsection.
"SEC. 1623. LIABILITY FOR TAX.

" The employer shall be liable for the payment of the tax required to be
deducted and withheld under this .subchapter, and shall not be liable to
any person for the amount of any such payment.
"SEC. 1624. RETURN AND PAYMENT BY GOVERNMENTAL EM-

PLO YER.
"If the employer is the United States, or a State, Territory, or political

subdivision thereof, or the District of Columbia, or any agency or instru-
mentality of any one or more of the foregoing, the return of the amount
deducted andl withheld upon any wages may be made by any officer or
employee of the United States, or of such State, Territory, or political
subdivision, or of the District of Columbia, or of such agency or instru-
mentality, as the case may be, having control of the payment of such
wages, or appropriately designated for that purpose.
"SEC. 1625. RECEIPTS.

"(a) REQUIREMEAT.-Every employer required to deduct and withhold
a tax in respect of the wages of an employee shall furnish to each such
employee in respect of his employment during the calendar year, on or
before January S1 of the succeeding year, or, if his employment is
terminated before the close of such calendar year, on the day on which
the last payment of wagys is made, a written statement showing the wages
paid by the employer to such employee during such calendar year, and the
amount of the tax deducted and withheld under this subchapter in respect
of such wages.

"(b) STATEMVENTS TO CONSTITUTE INFORMATION RETURNS.-The
statements required to be furnished by this section in respect of any wages
shall be furnished at such other times, shall contain, such other informa-
tion, and shall be in such form as the Commissioner, with the approval
of the Secretary, may by regulations prescribe. A duplicate of such
statement if made and filed in accordance with regulations prescribed by
the Commissioner with the approval of the Secretary shall constitute the
return required to be made in respect of such ages unde; section 147.

"(c) EXTENSION OF TImE.-The Commissioner, under such regula-
tions as he may prescribe with the approval of the Secretary, may grant to
any employer a reasonable extension of time (not in excess of 30 days)
with respect to the statements required to be furnished under this section.
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"SEC. 1626. PENALTIES.
"(a) PENALTIES FOR FRAUDULENT RECEIPT OR FAILURE TO FURNISH

REcEIPT.-In lieu of any other penalty provided by law (except the
penalty provided by subsection (b) of this section), any person required
under the provisions of section 1 625 to furnish a receipt in respect of tax
withheld pursuant to this subchapter who willfully furnishes a false or
fraudulent receipt, or who willfullyfails tofurnish a receipt in the manner,
at the time, and showing the information required under section 1625,
or regulations prescribed thereunder, shall for each such failure, upon
conviction thereof be fined not more than $1,000, or imprisoned for not
more than one year, or both.

"(b) ADDITIONAL PRNALTY.-In addition to the penalty provided by
subsection (a) oJ this section, any person required under the provisions o1
section 1625 to furnish a receipt in respect of tax withheld pursuant to thws
subcha~pter who willfully furnishes a false or fraudulent receipt, or who
willfully fails to furnish a receipt in the manner, at the time, and show-
ing the information required under section 1626, or regulations prescribed
thereunder, shallfor each such failure be subject to a civil penalty o0 not
more than $60.

"(c) FAILURE OF EMPLOYER TO FILE RETURN OR PAY TAx.-In case
of any failure to make and file return or pay the tax required by this sub-
chapter, within the time prescribed byI law or prescribed by the Com-
missioner in pursuance o0 law, unless it is shown that such failure is due
to reasonable cause and not due to willful neglect, the addition to the tax
shall not be less than $10.

"(d) PENALTIES IN RESPECT OF WITHHOLDING EXEMPTION CER-
TIFICATES.-Any individual required to supply information to his
employer under section 1622 (h) who willJully suppliesfalse orfraudulent
information, or who willfullyfails to supply information thereunder which
would require an increase in the tax to be withheld under section 1622,
shall, in lieu of any penalty otherwise provided, upon conviction thereof,
be fined not more than $500, or imprisoned for not more than one year,
or both.
"SEC. 1627. OTIHIER LAWS APPLICABLE.

"All provisions of law, including penalties, applicable with respect to
the tax imposed by section 1400 shall, insofar as applicable and not
inconsistent with the provisions of this subchapter, be applicable with
respect to the tax under this subchapter.

"SUBCHAPTER E-GENERAL PROVISIONS
"SEC. 1630. VERIFICATION OF RETURNS, ETC.

"(a) POWER OF COMMISSIONER TO REQUIRE.-The Commissioner,
under regulations prescribed by him with the approval of the Secretary,
may require that any return statement, or other document required to be
filed under this chapter shalt contain or be verified by a written declara-
tion that it is made under the penalties of perjury, and such declaration
shall be in lieu of any oath otherwise required.

"(b) PENALTIES.-Every person who willfully makes and subscribes
any return, statement, or other document, which contains or i,8 verified
by a written declaration that it is made under the penaltie8 of perjury
and which he does not believe to be true and correct as to every material
matter, shall be guilty of a felony, and, upon convictin thereof, 8haU be

14
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subject to the penalties prescribed for perjury in section 15 of the
&rimina Code.
"SEC. 1Q81. USE OF GOVERNMENT DEPOSITARIES IN CONNECTION

WITH PAYMENT OF TAXES.
"The Secretary may authorize incorporated banks or truwt companies

which are depositaries or financial agents of the United Stoles to receive
any takes under this chapter in such manner, at such times, anrd under
such conditions as he may prescribe; and he shall prescribe the manner,
times, and conditions under which the receipt of such taxes by such de-
positaries and financial agents is to be treated as payment of such taxes
to the collectors.
"SEC. 1682. ACTS TO BE PERFORMED BY AGENTS.
"In case a fiduciary, agent or other person has the control, receipt,

custody, or dis osal of, or pays the wages of an employee or group of
employees, employed by one or more employers, the Commissioner, under
regulations prescribed by him with the approval of the Secretary, is au-
thorized to designate suchfiduciary, agent or other person to perform such
acts as are required of employers under this chapter and as the Commis-
sioner may specify. Except as may be otherwise prescribed by the
Commissioner unth the approval of the Secretary, all provisions of law
(including penalties) applicable in respect of an employer shall be
applicable to afiduciary, agent or other person so designated but, except
as so provided, the employer for whom such fiduciary , agent or other
person acts shall remain subject to the provisions of law (including
penalties) applicable in respect of employers.

(b) TECHNICAL AmENDMENTS.-
(1) AMENDMENT TO SECTION 84.-Section 3/f of the Internal

Revenue Code (cross reference) is amended by striking out "453,
454, and 4166 (e)" and inserting in lieu thereof "1,53 anwl 154".

(2) AMENDMENT TO SECTION n2e.-Section 322 (f) of the Internal
Revenue Code (cross reference) is amended to read as follows:

"U) TAX WITHHELD AT Sou.CE.- For refund or credit in case of
withholding agent, see section 143 (U). For refunl or credit in case of
employer required to deduct and withhold tax on wages, see section
1622 (f)."

(c) EXPIRATION DATE FOR WiTITIHOLDING AT SOURCE ON WAGES
UNDER SUB0CIAPTER D OF 0HIAPTER 1.--Section 1476 of the Internal
Revenue Code (prescribing the expiration date for the taxes imposed by
Subchapter D) is amended to read as follows:
"SEC. 476. EXPIRATION DATE.
"Tle tax imposed by Part I of this subchapter shall not apply with

respect to any taxable year commencing after the date of cessation of hos-
tiliies in the present war. The tax imposed by Part II of such sub-
chapter shall not apply with respect to any wages paid after June 30,
1943, unless paid during the calendar year 1943 with respect to a pay-
roll period beginning on or before such date."

(d) EFFECTIVE DATET--Te amendments made by subsections (a)
and (b) shall take effect July 1, 1943, and shall be applicable to all wages
paid on or after such date, except that such amen ments shall not be
applicable to wages paid during the calendar year 19113 uwith respect to
a payroll period beginning before such date.
SEC. S. CREDIT FOR TAX WITHHELD AT SOURCE.

Section 36 of the Internal Revenue Code (relating to the credit for tax
withheld on wages) is amended to read asfollows:

15



16 CURRENT TAX PAYMBNW ACT OF 1943

"SEC. 85. CREDIT FOR TAX WITHHELD ON WAGES.
"The amount deducted and withheld as tax under Subehapter D o

Chapter 9 during any calendar year upon the wages of any intlimdial shall
be slowed as a credit to the recipient of the income against the tax imposed
by this chapter Jor the taxable year beginning in such calendar year. If
more than one taxable year begins in any such calendar year such amount
shall be allowed as a credit against the tax for the last taxable year so
beginning."
SEC. 4. REFUNDS.

(a) EXCESSIVE I'VITHHOLDING, ETC.-Section 322 (a) (2) of the
Internal Revenue Code (relating to excessive withholding) is amended
to read as follows:

" (2) ExCESSIVE WITHHOLDING.-Where the amount of the tax
withheld at the source under Part II of Subchapter D or SubchapterD
of Chapter 9 exceeds the taxes imposed by this chapter against which
the tax so withheld may be credited under section 35 or 466 (e), the
amount of such excess shall be considered an overpayment.

"(3) CREDITS AGAINST ESTIMATED TAX.--The Commissioner is
authorized to prescribe, with the approval of the Secretary, regula-
tions providing for the crediting against the estimated tax for any
taxable year of the amount determined by the taxpayer or the Com-
missioner to be an overpayment of the tax for a preceding taxable
year."

(b) PRESUMPTION AS TO DATE OF PAYMENT.-Section 322 (e) of the
Internal Revenue 0o6de (relating to presumption as to date of payment)
is amended to read as follows:

"(e) PRESUMPTION AS To DATE OF PAYMENT.-FOr the purposes of
this section, any tax actually deducted and withheld at the source during
any calendar year under Part .II of Subehapter D or under Subehapter D
of Chapter 9 shall, in respect (Jf the recipient of the income, be deemed to
have been paid by him not earlier than the fifteenth day of the third month
following the close of his taxable year with respect to which such tax is
allowable as a credit under section 36 or section 466 (e). For the pur-
poses of this section, any amount paid as estimated tax for any taxable
year shall be deemed to have been paid not earlier than the fifteenth day
of the third month following the close oX such taxable year."

(c) DELEGATION OF AUTHORITY TO (OLJLECTOIRS TO MAKE REFUNDS.-
Section 3770 (a) of the Internal Revenue Code (relating to authority to
make refunds) is amended (1) byl striking out "(4)" at the beginning of
paragraph (4) and inserting in lieu thereof "(6)"; and (2) by inserting
after paragraph (3) the.following: -

" (4) DELEGATION OF AUTHORITY TO COLLECTORS TO MAKE
REFUNDS.--The Commissioner is authorized to delegate, with the
approval of the Secretary, to collectors any authority, duty, or function
which the C6ommnissioner is authorized or required to exercise or per-
form under paragraph (1), (2), or (3) of this subsection, or under
section 322 or 1027, where the amount involved (exclusive of interest,
penalties, additions to the tax, and additional amounts) does not
exceed $1,000."
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(d) OVERPAYMENTS.-Section 3770 of the Internal Revenue Code
(relating to authority to make credits and refunds) is amended by inserting
at the end thereof the following:

" (c) RULE IVIEXRE No TAX LIABILITY.A-An amount paid as tax
shall not be considered not to constitute an overpayment solely by reason
of thefact that there was no tax liability in respect of which such amount
was paid."

(e) CROSS-REFER ENCE.-The last subsection of section 3771 of the
Internal Revenue Code (relating to interest on overpayments) is amended
to read asfollows:

"Uf) ESTIMATED TAX AND TAX WITHHELD AT SOURCE.-For date
of payment in respect of estimated tax and of tax withheld at source on
wages, see section 322 (e)."

(f) REVIEW OF ALLOWANCE OF INTEREST.-Section 3790 of the
Internal Revenue Code (prohibiting administrative review of Commis-
sioner's decisions) is amended by inserting at the end thereof thefollowing:
"In the absence of fraud or mistake in ?mathematical calculation, the allow-
ance or nonallowan-ce by the Commissioner, of interest onl any credit or
refund under the internal revenue laws shall not, except as provided in
Chapter 6, be subject to review by any other administrative or accounting
officer, employee, or agent of the United States."
SEC. 5. CURRdENT PAYMENT OF TAX NOT IVIIIIELD AT SOURCE.

(a) IN GENERAL.-The Internal Ievenue Code is amended by striking
out sections 68, 59, and 60 and inserting in lieu thereof thefollowing:
",SEC. 58. DECLARATION OF ESTIMATED TAX BY INDIVIDUALS,

"(a) REQUIREMENT OF DEVCLARATION.-Every in(lividual' (other than
an, estate or trust and other than a nonresident alien with respect to whose
wages, as defined in section 1621 (a), withholding under Subehapter D
of chapterr 9 is not made applicable) shall, at the time during the taxable
year prescribed in subsection (d), make a declaration of his estimated tax
for the taxable year if-

"(1) his gross income from wages (as defined in. section 1621)
"(A) in case such individual is single or married but not

living with husband or wife: can reasonably be expected to
exceed $2,700 for the taxable year; or did exceed $2,700 for the
preceding taxable year; or

"((B) in case such individual is married and living with
husband or wiJe: can, when, added to the gross income which can
reasonably be expected to be received by such hu.sbandl or wife
,from wages (as so defined), reasonably be expected to exceed
$3,500for the taxable year; or did when added to the gross income
of such husband or wife from wages (as so (lefined).for the pre-
cediing taxable year, exceed $.5,600 for &,iich precedivg taxable
year; or

"(2) his gross income from sources other than wages (as defined in
section 1621)

" (A) in case such individual is single or married but not
livingwJith husband or wife: can reasonably be expected to
exceed $100 for the taxable year and hbis gross micome to be such
as will require the making of a return for the taxable year under
section 51; or did exceed $100 for the preceding taxable year
anid such individual either was required to make a return under
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section 51 or 456 for such preceding taxable year or would have.
been so required if he had been single during the whole of such
preceding taxable year; or

"(B) in case such individual is married and living with
husband or wife: can, when a(lded to the gross income which can
reasonably be expected to be received by husband or 'wife from
such sources, reasonably be expected to exceed $100 for the tax-
able year and the aggregate gross income of such husband and
wife can reasonably be expected to be such as will require the
making of a return under section 51 or 4j55; or did, when added
to the gross income of such husband or wife from such sources
for the preceding taxable year, exceed $100 for such preceding
taxable year and such individual would have been required to
make a return under section 51 or /155 for such. preceding ta.x-
able year if he had been married and living with husband or
wife during the whole of such preceding taxable year; or

"(3) in case such taxable year is the taxable year beginning in
1943, such individual was required, to make a return under section.
51 for the taxable year beginning in 19112, and his gross income from
wages (as defined in section 1621) for such taxable year is greater
than the gross income which can reasonably be expecte(i to be received
from wages for the taxable year beginning int 1948.

"(b) CONTENTS OF DECLARATION.-In the (leclaration. require(l
under subsection (a) the individual shall state-

" (1) the amount which, he estimates as the amount of tax under this
chapter for the taxable year, wit/tout regard to anny credits un(ler
sections 32, 35, and(l 166 (e);

" (2) the amount which he estimates as the credlits for the taxable
year under sections 32, 35, and 166 (e); and

"(3) the excess of the amount estimated un(ler paragraph, (1) over
the amount estimated ut1nder paragraph, (2), which excess for the
purposes of this chapter shall be hel(i and considered the estimated
tax for the taxable year.

The declaration shall also contain such other information for the purposes
of carrying out the provisions of this chapter as the womninissioner, wtith,
the approval of the Secretary, may by regulations prescribe, and shall
contain or be verified by a written statement that it is made under the
penalties of perjury.

"(C) JOINT D)ECLARATION BY 1lUSBAND AND TWIFE.-In the case of a
husband and wife living together, a single declaration und(ler this sections
may be made by them jointly, in which case the liability wuith, respect to the
estimated tax shall be joint and several. No joint declaration, may be
made if either the hitsban(l or wife is a nonresident alien. If a joint
declaration1 is ma(le but a joi11t return is not made for the taxable year,
the estimated tax for such year may be treate(l as the estimated tax of either
the husband or the wiJe, or may be (livide(l between them.

"(d) ITIMB AND PLAOE FOR 1ILINO.-The (declaration required Un(lder
8ubsection, (a) shall befiled on. or before the fifteenth (lay of the third month
of the taxable year, except that if the requirements of subsection (a) are
first met after such (late, the declaration shall be filed on or before the
fifteenth day of the last month of the quarter of the taxable year in which
such requirements are first met. An, individual may make amendments
or revisions of a declaration filed under th'is subsection, under regdations
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prescribed by the Commissioner with the approval of the Secretary. If so
made, such amendments or revisions shall befiled on or before the fifteenth
day of the last month of any quarter of the taxable year subsequent to that
in which the declaration wasfiled and in which no previous amendments or
revisions have been made or filed. Declarations and amendments and
revisions thereof shall be filed with the Collector specified in section
53 (b) (1).

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

"(f) PERSONS UNDER DISABILITY.-If the taxpayer is unable to make
his own declaration, the declaration shall be made by a duly authorized
agent or by the guardian or other person charged with the care of the per-
son or property of such taxpayer.

"(g) SIGNATURE PRESUMED CORRECT.-Thefact that an indivdual's
name is signed to afiled declaration shall be prima facie evidence for all
purposes that the declaration was actually signed by him.

"(h) PUBLICITY OF DECLARATION.-For the purposes of section 55
(relating to publicity of returns), a declaration of estimated tax shall be
held and considered a return under this chapter.
"SEC. 69. PAYMENT OF E77IMATED TAX.

"(a) IN GENERAL.-The estimated tax shall be paid in four equal
installments except that-

"(1) if the declaration is filed (otherwise than pursuant to an
extension of time) after the fifteenth day of the third month of the
taxable year, the estimated tax shall be paid in equal installments
the number oj which is equal to the n-umber of quarters remaining
in the taxable year includingg the quarter in which the declaration is
filed); and

"(2) if any amendment or revision of a declaration is filed, the
remaining installments shall be ratably increased or decreased, as
the case may be, to reflect the increase or decrease, as the case may be
in the estimated tax by reason of such amendment or revision; and

"(3) at the election of the individual, any installment of the
estimated tax may be, paid prior to the date prescribed jor its pay-
ment.

One installment of the estimated tax shall be paid at the time of making
the declaration, and an installment thereof shall be paid on the ftfteenth-
(lay of the last month of each succeeding quarter of the taxable year.
Payment of any installment of the estimated tax shall be considered
paynent on account of the tax for the taxable year.

"(b) Assl8ssilrw7.---The estimated tax shall be assessed only to the
extent paid.
"SEC. 60. SPECIAL RULESlEFOR APPLICA'JtION OF SECTIONS 68 AND

69.
"(a) FARAME'RS.-In the case of an individ-ual whose estimated gross

income from fearing for the taxable year is at least 80 per centum of
the total estimated gross income from all sources for the taxable year, in
lieu of the time prescribed in section 58 (d), the declaration for the taxable
year may be made at any time on or before the fifteenth day of the last
month of the taxable year.

11. Rtepts., 18-1, vol. 3-42
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" (b) APPLICATION TO SHORT TAXABLE YEARS.-The application of
section 58, 59, and 294 (a) (3), (4), and (5) to taxable years of less than
twelve months shall be as prescribed in regulations prescribed by the
Commissioner with the approval of the Secretary.

"(c) APPLICATION TO TAXABLE YEARS BEGINNING IN 1943.-If the
taxable year is the calendar year 1943, the fifteenth day of September,
19143, shall be substituted for the fifteenth day of March for the purposes
of section 58 (d). If the taxable year begins in 19.43 after January 1, the
date which shall be substituted for the fifteenth day of the third month of
the taxable year for the purposes of section 58 (d) shall be prescribed by
regulations prescribed by the Commisswnver unth the approval of the
Secretary. In either case installments of the estimated tax for such taxable
year payable after September 1, 194,3, shall be ratably decreased to
reflect the paymer ts on account of a taxable year beginning in 19192 which
are treated as payments on account of the estimated tax for a taxable year
beginning in 19413."

(b) ADDITIONS TO TAx.-Section 294t (a) of the Internal Revenue
Code (relating to additions to tax in case of nonpayment) is amended by
inserting at the end thereof the following:

"(3) FAILURE TO FILE DECLARATION OF ESTIMATED TAX.-Int
the case of a failure to make and file a declaration of estimated tax
within the time prescribed, there shall be added to the tax an amount
equal to 10 per century of the tax. %.

"(4) FAILURE TO PAY INSTALLMENT OF ESTIMATED TAx.-In
the case of the failure to pay an installment of the estimated tax
within the time prescribed, there shall be added to the tax $2.50 or 2%
per century of the tax, whichever is the greater, for each installment
with respect to which such failure occurs.

"(5) SUBSTANTIAL UNDERE£STIMATE OF ESTIMATE)D TAX.-If 80
per centum of the tax (determined without regard to the credits under
sections 32, 35, and 466 (e)), in the case of individuals other than
farmers exercising an election under section 60 (a), or 6a% per
centum, of such tax so determined in, the case of such farmers, exceeds
the estimated tax (increased by such credits), there shall be added to
the tax an amount equal to such excess, or equal to 6 per century of the
amount by which such tax so determined exceeds the estimated tax so
increased, whichever is the lesser. This paragraph shall not apply
to the taxable year in which falls the death of the taxpayer."

(c) PENALTIES.- dSeetion 146 (a) of the internal Revenue Code
(relating to criminal penalties) is amended (1) by inserting after "return"
wherever appealing therein the words "or declaration", and (2) by insert-
ing before "tax" wherever appearing therein the words "estimated tax or".

(d) PAYMENT BY INSTALIAfENTS.-Section 56 (b) of the Internal
IRevenue Code (relating to installment payments) its amended by striking
out "'The" at the beginning thereof and inserting in lieu thereof "Except
in the case of an individuals (other than an estate or trust andi other than.
a nonresident alien with respect to whose wages, as defined in section
1621 (a), wuithholding under Subchapter D of Chapter 9 is not made
applicable), the".

(e) DATE FOR A'JAKING RETURN BY CERTAIN NONRESIDENT
ALIENS.-

(1) Section 217 (a) of the Internal Revenue Code (relating to
returns by nonresident aliens) is amended by inserting after "In the

so0
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case of a nonresident alien individual" the following: "with respect
to whose wages, as defined in section 1621 (a), withholding under
Subchapter D oj Chapter 9 is not made applicable,".

(2) Section 218 (a) of the Internal Revenue Code (relating to
payment of tax by nonresident aliens) is amended by inserting after
"In the case of a nonresident alien individual" the following: "with
respect to whose wages, as defined in section, 1621 (a), withholding
under Subehapter D of Chapter 9 is not made applicable,".

(f) TAXABLE YEARS TO WHICii APPLICABLE.-The amendments
made by this section shall be effective with respect to taxable years beginning
after December 31, 19142, except that section 294 (a) (5) of the Internal
Revenue C(ode shall not be applicable to a taxable year beginning in 1943
in the case of an individual not required to make a declaration under
section 58 of the Internal Revenue Code for such year.
SEC. 6. RELIEF FROM DOUBLE PAYMENTS IN 1943.

(a) TAX FOR 1942 NOT GREATER THAN TAX FOR 1943.-In case the
tax imposed by C(hapter 1 of the Internal Revenue Code upon any indi-
Vidual (other than an estate or trust and other than a nonresident alien not
subject to the provisions of sections 58, 69, and 60 of such chapter) for the
taxable year 1942 (determined without regard to this section, without
regard to interest or additions to the tax, and without regard to credits
against the tax for amounts withheld at source) is not greater than the tax
for the taxable year 19113 (similarly determined), the liability of such
inldividual for the tax imposed by such chapter for the taxable year 1912
shall be discharged as of September 1, 191,3, except that interest and
a(lditions to such tax shall be collected at the same time and inS the same
manner as, andi as a part of, the tax un(ier such chapter for the taxable
year 1943. In, such case if the tax for the taxable year 19X2 (determined
with out regard to this section and without regard to interest or additions
to the tax) is more than $50, the tax under such chapter.for the taxable year
191,3 shall be increased by an amount equal to 25 per centuim of the taxfJor
the taxable year 191,2 (so determined) or the excess of such tax (so deter-
miined) over $50, whichever is the lesser. This subsection shall not apply
in any case in which the taxpayer is coflrncted1 of any criminal offense
with respect to the tax for the taxable year 19112 or in 'which additions to the
tax for such taxable year are applicable by reason of fraud.

(b) TAX FOR 19192 GREATER THAN TAX FOR 191,3.-In case the tax
imposed by Chapter 1 of the Internal Revenue O(lode upon any individual
(other tha1n. an estate or trust and other than a nonresident alien not
subject to the provisions of sections 58, 59, and 60 of such chapter) for
the taxable year 1942 (determined without regard to this section, without
regard to interest or adl(litions to the tax, andl without regard to credits
a(Igainst the tax for amounts withheld at source) is greater than the tax for
the taxable year 191,3 (similarly (leterinined), the liability of such indi-
pidal7 for the tax imposed by such chapter for the taxable year 191,2 shall
be discharged as of September1, 191,3, except that interest and additions
to .such tax shall be collected at the same time and in the same manner
as, and as a part of, the tax under such chapter for the taxable year 1913.
In sucs case the tax under such chapter, for the taxable year 19113 shall be
increased by--

(1) the amount by which the tax imposed by such chapter for the
taxable year 1942 (determined without regard to this section and
without regard to interest and additions to such tax) exceeds the tax
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imposed by such chapter for the taxable year 1943 (determined with-
out regard to this section, without regard to interest and additions
to such tax, and without regard to credits against such tax under
section 466 (e) or under section 35 of such chapter), plus

(2) if the tax for the taxable year 1943 (determined without regard
to this section, without regard to interest or additions to the tax, anid
without regard to credits against such tax under section 466 (e) or
under section 85 of such chapter) is more than $60, an amount equal
to 25 per centum of the tax for the taxable year 1943 (so determined)
or the excess of such tax (so determined) over $50, whichever is the
lesser. Such amount shall in no case exceed 25 per centum of the
tax for the taxable year 1942 (determined without regard to this
section and without regard to interest anl additions to such tax) or
the excess of such tax (so determined) over $50, whichever is the
lesser.

This subsection shall not apply in any case in which the taxpayer is
convicted of any criminal offense with respect to the tax for the taxable
year 1942 or in which additions to the tax for such taxable year are
applicable by reason of fraud. An individual who becomes subject to
tax for the taxable year 1943 under this subsection shall be an individual
required to make a return for the taxable year 1943 under section 51 of
the Internal Revenue Cole.

(c) ADDITIONAL INCREASE IN 19143 TAX WHEVRE INCREASED IN-
COME.-

(1) TAX FOR 191,R NOT GREATER THAN TIHAT FOR 1941..-In the
case of a taxpayer whose liabilityfor the tax for the taxable year 191,2
is (lischarged under subsection (a), and whose surtax net income for
the base year plus $2)0,000 is less than that for the taxable year 19,2,
the tax imposed by Chapter 1 of the Internal Revenue Code for the
taxable year 1943 shall be increased by the excess of 76 per centum oJ
the tax imposed by such chapter/or the taxable year 1942 (determined
without regard to this section alndl without regard to interest and
additions to the tax) over a tentative tax computed as if the portion
of the surtax net income for the taxable year 1942 which is not
greater than the sunm of the surtax net income for the base year plus
$20,000 constituted both the surtax net income for the taxable year
1942, and the net income for such taxable year after allowance of
all credits againl t net income;

(2) TAX FOR 19/t; GREATER THAN THAT FOR 194.-.-In the case
of a taxpayer whose liability or the tax for the taxable year 1942 is
discharged under subsection (b) andl whose surtax net income for the
base year plus $20,000 is less than that for the taxable year 1943, the
tax imnposesi by C6hapter 1 of the Internal Revenue Code for the tax-
able year 1913 shall be increased by the excess of 75 per centum of
the tax imposed by such chapter for the taxable year 1913 (determined
without regard to this section and without regard to interest and
additions to the tax) over a tentative tax for the taxable year 1943
computed as if the portion of the surtax net incomefor such taxable
year which is not greater than the sum of the surtax net income for
the base year plus $20,000 constituted both the surtax net income for
the taxable year 191,43, and the net income for such taxable year after
allowance (f all credits against net income.
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For the purposes of this subsection "base year" means any one of the
taxable years 1937, 1938, 1939, or 1940, to be selected by the taxpayer.

(d) RULES FOR APPLICATION OF SUBSECTIONS (A), (B), AND (C).-
(1 ) APPLICATION OF SUBSECTION (B) TO MEMBERS OF ARMED

FORCES.-If the taxpayer is in active service in the military or naval
forces of the United States or any of the other United Nations at
any time during the taxable year 1942 or 1943, the increase in the
taxfor the taxable year 1943 under subsection (b) (1) shall. be reduced
by an amount equal to the amount by which the tax for the taxable
year 1942 (determined without regard to this section) is increased
by reason of the iniclusion in the net income for the taxable year
1942 of the amount of the earned net income (as defined in section
25 (a) (4)).

(2) JOINT RETURNS.-If the taxpayer either for the taxable year
194/2 or for the taxable year 1943 makes a joint return uith his
spouse, the taxes of the spouses for the taxa-ble year for which a joint
return its not made shall be aggregates for the purposes of subsections
(a), (b), and (c), and in case the taxable year for which a joint
return is not wade is the taxable year 1943, the liability for the
increase in the tax for the taxable year 1943 under subsection (b)
and (c), shall be joint and several.

(3) FOREIGN TAX CREDIT AND APPLICATION OF SECTIONS 105,
106, AND 107.-The credit against the tax imposed by Chapter 1 of
the Internal Revenue Code for the taxable year 1943 allowed by
section 31 of such chapter (relating to taxes offoreign countries and
of possessions of the United States), shall be determined without
regard to subsections (a), (b), an(l (c). Sections 105, 106, and 107
oj such chapter (relating to limitations on, tax) shall be applied
without regard to subsections (a.), (b), andl (c).

(4) SECTION 107 INCOME ATTRIBUTED TO BASE YEAR.-That
portion of the compensation which is received or accrued in the
taxable year 194'2 (if the tax for such year is not greater than that
for the taxable year 1943), or inl the taxable year 19413 (if the tax
for such year is less thaan that for the taxable year 1942), and which
under section, 107 of the Internal Revenue Code is attributed to the
base year, shall for the purposes of subsection (c) be excluded in
comnuting the surtax net income for the taxable year 1942 or 19143,
as the case may be, and be included in computing the surtaxx net
income for the base year.

(5) PARTNERSHIP BUSINESS FORMERLY OPERATED AS CORPORA-
TION.-IY, during the base year of any individual, such individual
was a shareholder in a corporation and if substantially all of the
assets of such corporation were (it any time prior to AMay 1, 1943,
acquired by such individual or a. partnership of which he is a partner
pursuant to the complete liq uriation of such corporation,, and if at
all times after suchl liqui(dation up to and including thie taxable
year 1942 (if subsection (a) is applicable) or the taxable year 1943
(if subsection (b) is applicable) the trade or business of such Cor-
poraltion was carr e(l on by suchI indiidual o0' partnership, for the
purposes of subsection (c) such, ind(liiduai may compute his surtax
net ionicme for the base year as if the earnings and profits of the
corporation for the taxable year ending with or within the base year
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had all been distributed as dividends at the end of such taxable year.
If the interest of such individual in the partnership is proportion ateciy
less than his interest in the corporation, his distributirie share of
such dividends shall for the purposes of this paragraph be adjusted
to reflect such d'-igerence.

(6) CERTAIN PORTIONS OF INCREASE IN 1943 TAX NOT PART OF
EST'IMATED TAX. --The amount by which the tax for the taxable year
1943 is increased under subsection (a), (b) (2), or (c) shall not be con-
sidered to be a part of the tax for such taxable year for the purposes
of sections 58,159, 60, and 294 (a), (3), (4) and (5) of the Internal
Revenue Code.

(7) TAXPAYER DYING IN TAXABLE YEAR 1942.-If the individual
dies during the taxable year 1942, subsections (a), (b), and (c)
shall not apply.

(e) EXTENSION OF TIME FOR PAYMENT OF PORTIONS OF INCREASER
IN 1943 TAX.-

(I ) TWvENTY-FIVE PER CENTUM INCREASE UNDER SUBSECTION
(A) OR (B) .-At the election of the taxpayer, male under regulations
prescribed by the Commissioner with the approval of the Secretary,
the Commissioner shall, except as hereinafter prouilded, extend the
timefor the payment of the portion, ofthe taxfor the taxable year 191,3
equal to one-half of the amount of the 25 per centtum increase therein
under subsection (a) or (b) (2) for the taxable year 19483 in which
case such portion shall be paid on or before the fifteenth day of the
fifteenth month follouwing the close (o thee taxable year. The Comn-
missioner may condition the extension upon, the furnishing by, the
taxpayer of a bond in such amount, not exceeding the amount 'with
respect to which the extension, applies, with such surety or sureties,
as the C(ommissioner (ieems necessary, condlitiowne( up)on the payment
of such anmoul7nt in at(ccor(lance with the terms of the extension. If such
amount is not pai(l on or before the (late on0 which it is payable, it
shall be paid upon notice and (lemiand from the Collector. If "ich
amount is not paid on. or before the (late on which it is payable, there
shall be collected, as a part of the tax, interest on such amount at the
rate of 6 per cevtuim per annum for the period beginning with the
date on which such amount is payable and ending with the (late on
which it is paid.

(2) INCREASE UND1 1R SUBSECTION (c).--At the election. of the
taxpayer, made under regulatioons prescribed by the (Oommissioner
with the approval of the Secretariy, the C6ominissioner shall, except
as hereinafter provi(dedl, extend the time for the payment of the
portion of the tax, for the taxable year 1943 equal to the increase
therein under subsection (c), in which case such portion shall be
pail in four equal annual installments, the first of which shall be
paid on the fifteenth (lay of the fifteenth month following there close of
the taxable year, and of the remaining installments one of whicd
shall be paid on, the last dla? of each succeeding twelve-month, period,
except that any inst(dlllnent may be paid prior to the date prescribed
for its 1)(yment. The Coimmissioner may condition the extension
upon the furnishing by the taxpayer of a bond in such amount,
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lint exceeding the amount of such increase, with such surety or
sureties, as the Commissioner deems necessary, conl(ditioneld upon
the payment of such amount in accordance with the terms qf the
ertension. If the tine for the payment (If such portion is extelule(l,
there shall be collected, as a part of the tax, interest on each install-
ment at the rate of 4 per centlum per annutmfor the period begin-
ning with the date prescribed for the payment of the tax for such
taxable year and ending with the dale on which such installment is
paid or the date on which it is payable, whichever is th~e earlier. If
any installment is not paid on or before the (late on which it is pay-
able, it and the remaining installminents shall be paid upon, notice
and de-mand from the *ollector. If any installment is not paid on
or before the date on which it is payable, there shall be collected,
as p-art of the tax, interest on0 such installment at the rate of 6
per centumn per annu, f(or the perio(l beginning with the(date on
which such installment is payable an(l ending with the (late on
Which it is pai(l.

(f) TREATMENT OF PAYMENTS ON ACCOUNT Oh' 191,2 TAx.-Any
payment (other than interest an~d additions to the tax) made on. account
of the tax imposed by Chapter 1 of the Internal Ieveniue Clode for the
taxable year 19112 upon, a taxpayer whose lia'bilityl for such tax is discharged
'Under subsection (a) or (b) shall be consi(Tered *as payment on account of
the estimated tax for the taxable year, 1943. In the case of any extension, of
time for the payment of such tax granted by the Com missioner prior to Sep-
temnber 1, 1913, payment of the portion. thereof 'which if such extension had
not been, grantedi would hare been. payable under section, 56 (b) prior to such
(l(te s1(l11l be male notwithstanding subsection (a) or (b), but the foregoing
provisions of this subsection. shall apply to any such palylenet. Inl, case the
taxpayer becomes delinquent prior to September 1, 1941, in, the payment of
such, tax or any installment thereof, subsection (a) or (b) shall not relieve the
taxpayer of hiis liability for the tal.r, but the foregoing provisions of this sub-
section, shall be applicable to payment of such liability. If any payment
on0 accou-nt of the tax imjposedl by such. chapter for the taxable year 191,2 is
mla(le p)ullrsiant to a joint return, ma(lde by husband and,'wifefor such. taxable
yea1r, a(lC( such p)ayfllenlt is considere(l (as a, payment on1 (ccount of the esti-
mated tax for the taxable year 191,3, such payment mDeay be treate(l ( a
payment on, account of the estimated t(lx of either the husband or the wife
for such talxable year or may be (liiide(d between, them.
()USE OF TERM "TAXABLE YEA R".-I'or the purposes of this

section the terms "taxable year 1937", "taxable year 1938", "taxable
year 1939", "taxable year 191,0", "taxable year 1912", and "taxable
year 191,3" mean, respectively, the taxable year beginning in 1937, 1938,
1939, 191,0, .1912, and 19h13, respectively; an(l "taxable year" as applied
to the taxable year 191,2 or 1943 shalI not include any perio(i of less than
twlve months unless occasionedl by the death of the, taxpayer or unless
there is 1l tax)ablc 1/ear of twelve months beginning in suc calendar year.

(h.) REOULAIVoNS.-This section. shall be applie(l in accorelance with
regulations prescriibed by the C(ommissioner wvith tile approval of the
Secretary.
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SEC. 7. ADDITIONAL ALLOWVANCE FOR MEMI1fBERS OF ARMED
FOR CIS.

(a) IN GENERAL.-Section 22 (b) (13) of the Internal Revenue Code
(relating to additional allowance for military and naval personnel in
computing net income) is amended to read as follows:

"(13) A DDVI IONAL ALLOTVA N C E FOR MILITARY AND NA VAL
PERSONNEL.-In the case of compensation received during any
taxable year and before the termination of the present war as pro-
claimed by the President, by a member of the military or naval forces
of the United States for active service in, such forces during such war,
or by a citizen or resident of the United States who is a member of
the military or naval forces of any of the other United Nations for
active service in such forces during such war, so much of such com-
pensation as does not exceed $1,500."

(b) EFFECTIVE DATE.-The atnendment made by subsection (a) shall
apply with respect to taxable years beginning after December 31, 19142.
SEC. 8. ABATEMENT OF TAX FOR AMEMI3ERS OF ARMED FORCES

UPON DEA TH.
Chapter 1 of the Internal Revenue Code is amended by inserting after-

section 1,04 thefollowing new supplement:

"Supplement U-Abatement of Tax for Members of Armed Forces Upop
Death

"SEC. 421. ABATEMENT OF TAX FOR MEMBERAS OF ARMED FORCES
UPON DEA TI!.

"In the case of any individ'ual who dies on or after December 7, 1941,
while in active service as a member of the military or naval forces of the
United States or of.,any of the other United Nations and prior to the
termination of the present war as proclaimed by the President, the tax
imposed by this chapter shall not apply with respect to the taxable year
in which falls the date of his d(leath, an(l the tax under this chapter and
under the correspon(ling title of e(!eh prior revenue law for preceding
taxable years which is unpaidait the date of his death (including interest,
additions to the tax, and additional amounts) shall not be assessed, and
if assessed the assessment shall be abated, and if collected shall be credited
or refitniled as an overpayment."
SEC. 9. ASSISTANT COMAlSSIONTERS.

Subchapter B of Ch1apter 39 of the Internal Revenue Code is amended to
read as follows:

"SU3CHAPTER B-ASSISTANT COA'IMISSIONERS
"SEC. 3905. APPOINTMENT.

"There shall be in the Bureau of Internal Revenue two Assistant Com-
missioners, who shall be appointed by the President, by and with the
advice and1 consent of the Senate.
"SEC. 8906. DUTIES.
"The Assistant Commissioners shall perform such duties as may be

prescribed by the COommissioner or required by law."
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SEC. 10. EXTENSION OF TIME IN CONNECTION WITH RELEASE

OF POWVERS OF APPOINTMENT.

Section 403 (d) (8) of the Revenue Act of 1942 is amended by striking
out "July 1, 1943" wherever it appears and inserting in lieu thereoj
"March 1, 1944"; and section 462 (c) of the Reveenue Act' of 1942 is
amended to read asfollows:

"(c) RELEASE BEFORE MARCH 1, 1944.-
"(1) A release of a power to appoint before March 1, 1944, shall

not be deemed a transfer of property by the individual possessing
such power.

"(2) This subsection shall apply to all calendar years prior to
1944 and to that part of the calendar year 1944 prior to March 1,
1944."

And the Senate agree to the same.
R. L. DOUGHTON,
HAROLD KNUrsoN,
DANIEL A. REED,
TIb-oI tAs A. JENKINS,

Managers on the part of the House.
WALTER F. GEORGE,
DAVID I. WALSH,
BENNETT CHAMP CLARK,
HARRY F. BYRD,
ARTHUR H. VANDENBERG,
JAMES J. DAVIS,
JOHN A. DANAHER (with

reservations),
AIanragers on the part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on1 the part of the I-louse at the conference oil the
disagreeing votes of the two Houses on1 the amendments of the Senate
to the bill (H. R. 2570) to l)rovide for the current payment of the
individual income, tax, and for other purposes, submit the following
statement iln explanation of the effect of the action agree(l 111)011
by the conferees andl recommended in the accompanying conference
report:

COLLECTION OF INCOME TAX AT SOURCE ON WAGES

DIESCRIPTION OF HOUSE ANDI) SNATE BILLS.
Part II of subehapter D of clhapter 1 of thle Internal Revenue Code

provides for collection at the source of a tax of 5 percent onl the excess
of all wages paid. onl or after Jantuary 1, 1943, over a specific exemp-
tionI of $624. Trle amount of tax collecte(l at source under this
provision is allowe(l as a cre(hit against Victory tax and( any excess
thereof over the Victory tax ifllpose(l under paiat I of subelapter 1)
is allowed as a credit against other income taxes imlpose(l unider chapter
1. Section 2 of tlhe H-ouse, bill woldll amend part 1I of subelapter D
to provide for collection of a tax at source onl wages Pai(l onl or tfter
July 1, 1943, at at rate, of 3 percent upon the excess of the wages pai(l
ove- a specific exeml)tionl of $624 and a rate of 17 i)C-cenit (whlichi was
dlesigne(l to approximate thel yiel(l of the normal tax and tile first-
bracket surtax on slill wages) lupon tile excess over at withlolding
exemption, tle amount of which (le)pend(( Oil tile emlployce's family
status. Thus, thle comnlille(l rates al)proximated the net Victorv tax,
tlme n1ormalt1l tax, an(l thel first-bracket suirtax oil suclh wages. Ill lieu of
withholding at tile flat percentage rates oln tile excess of the( wags
over the exemp)tions, eml)loyels were granted anll ol)tion to withlhol a
tax (ldeteiine(l ull(ler tal)les provided ill tle bill lundler which the two
portions of tlie tax were combine(l into a single nanount to l)e witlilield
from eacil wage payment.

Thle Senate bilI a(lop)ts the b)asic system of collection at source
as J)rovi(le(l in the h-louse bill but makes an nlla)er of techllical changes
wilichi are explained below. Under tile I)ill as l)asse(l l)y the Senate,
thle( mllethllods of collection, )aylmenlt, anmd administration of tile with-
ll(oling tax w(er(e coolrdillnited genlerally witil those appl)icable to tile
Social Secur11ity tax imposed oil empl)loyees ulnlder section 1400 of thle
cole., This proposal waS ulalde ill or(ler to facilitate thle work of
botil the Gloverilmeilt and tile ell)lover ill administering tile witll-
lioldIing system. Accord ingly, section 2 of the( Senate h)ill places til
2() p)e(i(-(t wNithlliol(liiln- pliovisionls ill a niw subl)clia)ter I1) of cllapter 9
of tile code, Tile Ilew SuIbclap)terl is elltitled ''Collection of Income
rtlsx at Source oil wages.'' This amilnlml(lileIt requires a (1lilnge ill thie
numberl)erillg of tlm various sectiolls (liscussedI i)elow. rIlis system of
collectioll of income tatx ait source, like other inlcomele-tax laws, Will
apply ill tile Vilrgil Islatlids.

28
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Definition.
Subehapter D under the bill as passed by the Senate consists of

sections 1621 to 1627, inclusive. Section 1621 provides definitions
of thle more important terms used in subelapter D. The general
definition of the term. "wages" contained in section 1621 -(a) is the
same as that contained in the House bill and in section 465 (a) of
the code. The term is generally defined to include all remuneration
whether designated as salary, wages, fees, commissions, etc., and
whether paid in cash or property, if paid for services performed by
anll employee for his employer. Certain of the exceptions provided
ill existing law with respect to remuneration paid for given types of
services are continued in identical language. These exceptions, num-
bered to conform to the bill, include remuneration paid (2) for agri-
cultural labor as defined in section 1426 (h); (3) for domestic service
iln a private home, local college club, or local chapter of a college
fraternity or sorority; and (4) for casual labor not in the course of
the employer's trade or business.
Exception (1) relates to remuneration paid for services performed

as a member of the military or naval forces of the United States,
other than pensions nlnd retired pay ineludible in gross income. The
addition of the expression "includiblle in gross income under Chapter
1" is a clerical change required by a further clerical change in section
1622 (a) from the prov-isions of the corresponding section 466 (a) of
thle code.
The exception provided with respect to remuneration for services

J)erformec for a foreign government or instrumentality thereof was
amended in the Senate hill (exception (5)) to make clear that the
exception extends to remuneration l)aid to employees b)y thcCommon-
wealth of the Philippines. The exception was also aenlnded to make
certain that the services must be l)elforoled for the particular govern-
mnent, or branch of such government.
The eXceptlion prOvidedi ill existing law for services as an employee

of a nonresident alien individual, foreign partnership, or foreign
corporation, if such alien or foreign entity is not engaged in trade or
bulsilness within the United States, was elimniatedl. Ill many cases,
although not engage(l ill trale or bus-iness, ill the United States, such
employers do have an, office O0 place of business therein. or agents by
Nhlomilwages are pai(l to citizen or resident employees ill the United
States. The amendment req ires the tax to l)e witlhel(l in Such cases.

Section 1621 (a) (6) plrovi(1es an exception for remuneration paid
for services perforimedlby a nonresident alien individual other than a
president of a contiguous country who enters- aind leaves the United
States at frequent intervals. This is the same clerical change as that
made in thle House bill from a similar excel)tion relating to the require-
iment, of withholding contained ill section 466 (a) of the code. rTlhe
effect of this exception is generally to exclulde from withholding all
nonresident alien in(livilduals who are subject to withholding under
the l)rovisions of section 143 of the code. By exl)ress provision, the
exception does not extend to residents of a contiguous country who
enter andi leave tile United States at frequent intervals. Thhls resi-
(lents of Canada and Mexico falling inl such category who are employed
within and receive remuneration for services performed within the
United States Nvill be subject to withholding under the provisions of the
bill. Such persons are subject to the tax imposed by sections 11, 12,
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and 450 of the code, the same as in the case of citizens of the United
States upon the wages received for services performed within the
United States and are not presently subject to withholding with respect
to compensation for personal services under section 143.
Many persons falling within the category of residents of a contiguous

country who enter and leave the United States at frequent intervals
are employed by American railroads and steamship companies in
transportation service which involves crossing and recrossing the
border at frequent intervals. These and similar cases have many
complicating factors andtare not susceptible of appropriate treatment
by rigid statutory rules. In addition, the exception of this general
category of nonresident aliens from withholding under section 143
with respect to compensation rests within the discretion of the Com-
missioner. Accordingly, exception (7) authorizes the Commissioner
to provide exceptions from withholding for such individuals under
regulations prescribed with the approval of the Secretary.Exception (8), relating to services performed while outside the
United States, is a clarification of existing law designed to facilitate
the use of certainly plreslumptions in determining whether the major
part of the services for an employer during the calendar year is to be
performed outside the United States.

Exception (9) is at new provision excepting froIm the definition of
"wages" remuneration paid for services performed as a minister of
the gospel.

Section 1621 (a), relating to the definition of "wages," makes clear
that the excel)tion provided in p)aragrap)h (8) thereof with respect to
ser-vices performed outside thel UJnited States does not extend to wages
paid for services p)erforme(l on an American vessel Or upon ally vessel
as an employee of the United States employed through the War
Shipping Administration. Hliencc, withholding is required upon thle
wages paid to (1) employees performing services onl or in connection
with anI Amrerican vessel (as (iefinedi in section 1426 (g) of the co(d)
under a contract of service wlich is entere(l into witIin tle Uniited
States or (luring the performance of which the vessel touches at at
port in the United States an11d (2) eniployees serving onl or in conneC-
tion with anly vessel as anl eml)loyee of the lJliite(d State's elmp)loyed(
through the WVar Shipping Admininstration. This is in accordance
with lresenlt ad(lmillistrative practices under existing law.

Thle term "'payroll periodd" is (lefilied in section 1621 (b) aind is
i(dI'nticfal with that containe(l in thl I-,louse bill an(l in section 4615 (a)
of the code. Tlhe, Senatte bill, however, a(lle(l a (laefinition of thle,
term ''Iniscellnleotus payroll Perio(l.'' This termi eil)races, tiny
X)elod for whlichl a paylolnt of Wages is Or(lilnarily alnd(l to thle em12ployee
y lis emnp)loyer other tliatn a. (eekld y, biWeekly, semllillmonthlly, monthly,

quarterly, semiannual, or annual 1y)rYo'll period. 'r'}lit, if all eni-
ployer's ordinary practice is to p)ay h1is employees for periods of 10
days, such 10-clay periods aro'e miscellaneous payroll period(s.

Section 1621 (C) defileCS the ter1ml "'mlp)lOyee'' ill the same11 t(WllnS Ws
thel House bill anud section 465 (d) of the code.

Section 465 (c) lal(l (c) of the codle contains definitions of thle
terms''WitIhhl1dinIg agen'llt' and 'empllOyer,' respectively. Under thio
House bill anud und(erl the l)ill ats p)asse(l b)y the Senate, the definition
of WitilhOl(ilig agent h1as b)een1 (elimillated. Both hills ge'llerally
(lefine the term ''employer'' to mean the person for whomn an individual
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1)erforms or performed anly service, of whatever nature, as the em-
1)loyee of such person. This general definition is not adequate,
however, to cover certain special cases, such as the case where the
local agent of a nonresident alien in(lividual, foreign palrtnershil), or
foreign corporation pays wages to a citizen or resident of thie United
States, and the case of the person making paymlnlt of wages in sitlua-
tions where the wage payments are not under the control of the person
for whom the services are or were performed, as, for instance, in the
case of cetain types of pension payments. The I-louse bill provided
for these cases by an exception to the general definition of the term
employere" which provid(le that if the wages anre pai( l-y a pzerso)
other than the person for whom the services are or were perfornwd,
the term "employer" means th perlson paying stuch wages. The
Senate bill has rI stated the exception in or(ler to mllake Clear that it is
designed solely to meet Unusual situations and not intended as a
departure from the basic purpose to centralize responsibility for with-
holding, returning, and paying the tax and furnishing receipts.

Accordingly, the Senat bill provides in section 1621 (d) (1) that if
the person for whom the services are or were p)erfornedl (loes not have
control of the payment of the wages for su;rch services the term
"employer" means the person having control of thle payment of such
wages. Section 1621 (d) (2) provides that in the case of a person
Who pays wages on eliealf of a nonresi(dent ali(en individual, foreign
partnership, or foreign corporation, which is not engaged in trade or
business within the United States the ter '"'employer'' means the
I)e>son who pays the wages.
As stated, section 1621 (dI) makes it clear that the responsibility for

witlilOhlding, paying, an(l returning thle tax anl1d furnishing receipts
rests with the employel, except as otherwise, specifically provided in
sections 1624. 1in the case of a (corporate einpl)loyer having l)ralweh
offices, the branch imnaiager or other r(q')eS(nllti,('live y actually, as
a matter of internal administration, xvithhold the tax our prepare the
receil)ts reu(llir'e( (luner Section 1625, but the resI)onsib)ility and legal
(du1ty for withholding, paying, aind returning the tax and furnishing
thle receipts rests vi the the corpora'ate emplloy er.
Under thel bill as l)asse(l by thle Senate, thle tax required to be

collected at thle source is based(l upon the excess of the wage paymyellnt
over thle amniolunt of thle wsithlholdling exeMlption provide(l in. section
1622 (b). Thlie amount of the wi thiholding exempt ion in a s)ecific
ease is in general depen(lent up1)o0 the status of the individual eniployeo
ats single, married, et. ; upl)on thle number of his de(l)ol(lellts; flan, ill
tile case of anll (employed nllarried(l l)peSon whose sp)oulse is allso eml-i)loye(l,
tlhe amount, of the wlithholding exell)tioll claimed by eale sp1)ollse. in
aill cases the withholdO(fing eXelipfll)tiON N-l be (determined by the (em1-
Jloyeir up1)on1 the l)asis of thle inforlmlttion relative to status set forth
illna withholding exe(Ml)tiOA1 certificnate require(l to be frllnished by theo
Cmployce. Accordingly, (lefinitiois3 hae 1'een p]ovi(loed in. sections
1621 (e) to (k), ilncluslVe, for the p)urL)ose of (eoilling thel el1)loyer
to) determllinle the Status of wag(e earners with respect to thel.ith-
holding exeml)t ion, Umider these (lefiliitiolis, whlich are id'llt ical in
111llbUt on(e reSp)ct xvith those, colntaille(l in the lHouse bill, the telr1ms
single p)erson,' ''marrie(l person,'' ''head of at familyy" and''"depend-

elnt," have tile miearninlgs alssigelld to such terms for tile purpose
of thle personal exemption alnl credit for dependents in section 25
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an(l tihe regulations prescribed thereunder, but thln j)piication of
tile appro)rliate amount of withholding exelptioli each case
depeln(s 1)pon1 tile furnishing of at withhol(ling exemlll)tioll certificate
statingthlit tile individual occupies the (describ)e(d status or is entitle(d
to thle withholding exemption with respect to depeiidenits. If 1no
certificate setting forth thle status of theo eliployee is furnished, 1W
withholding exemlp)tion is allowed'; and( tax will be Witllhel(d 111)011
thoe ross amount of the wage payinenlt. If husban(l anl(l wife anre both
employed, each may claim One-half of the withhol(ling exemption
allowe(l a mllarrie(d person or they mally agree to allow One sp)ollse to
claim all of the withholding exemption, and the other r spouse to (clai
none of tile withholding elxepl)tionl. TilP optioll iII XUCI(' caSe ex-
tenlds only to thle withholding exemption allowed at married person)
which under the definitionn is t~ermle(l the ''j)rsolnal exelll)tioll for
withllholdinlg.'

TIle withholding exempll)tion provided with respect to dependents
must 1)e claimedl)y the spouse Who furnishes thle chief support for Suchit
(ldepel(lent whether or nlot such spouse( claillis ally part of thoerlsonal
exemption for withholding. InI the caset of tlihe head( of a family
living One or more dl)epndents, one, of such (dlelpnd(lelnts is to be
Omllitted ill determiningg tile liumuber of (lel)endellts for tlhe l)lpurpos of
tile withildi(ling exemption Witil respect to (('1)ell(ldelltS. 'The only
rel)pect ill which the, Senate bill (liflers from these provisions ill the
House bill is that tho former proposess to qualify tie (lefilnitioll of
tile termi marriedd person claiming lhalf of tile lpersonal exemption for
witholdng'il'i lcont ain( ill SUl)bse('tiO- l (11) SO that such allount of tile
piesonal exempl)tion for withholding shall apply only wilere tile withi-
lholding exe' ItAiOIl certIifictate expressly stiates that for theplr)polle'xs
of thle tax coil ecte(d at thle souIce] onl Wages the emliployee's spoll sise
clinligi not mlore thian onle-ha1if of the personal exenllip)tioll for wvitIl-
holdinlg. This change is (Iesigne(l to bring this (lefillitioll il lille with
the (ldefilitioll of ''"Inalriei( per'soni claimingftill of pelrsonail exeml)tion
folr withholding.''
1?equ.'ircrnent of nvith^hold11,'g.

e h-lousels-ill exI)rSoSgod the withholding requirement ill terms of
two p)otion1s of the tax required to 1)e collected at Source'. rThe
portion require(I to be withheld ant the aate of 17 percent was based
1)oll the excess of the wvae l)paymnilut over the am11oun1lt of a1 withh1ol(ding
exemption w\'hich apprommilnate(d tih 1)prsollll eXeIli)tioll of the walge
earneIr de1Uth(erI'vheregular ilncolmeli t-ax plus cre(lit for d(olpe (lents plus,
10 p)erl'ct of s1l('lc (Xvillptioll a1nd(1 creIdit, the collubill(I' am1ounIts
i)bilng prorate(d( ill accord(la ou witi the (>liength of the p)articllla1 lpa-
roll )erlio(l. The pr)otionl required to be withheldlatn tile rate of 3
iercelnt w'a1s 15('(11d1)0ll the excess of ea h1 wae l)aylliflelt ovor thlie
)roraited withholding exeimiption of $624 provide(l for'Victory tax

p)u1rposes. Thus, tih emliploye'i would first apply One wvithlhuuding
exeml)tiOIl aild rate to each paylleilt of wages, tille h(e would( a pply
allothler withhlwold(lig exempl1)tioll aldi rate to such j)aynivlent., and byN'
a(l(ding the two results woul(l arrive at tile total nilliouit of tax to 1;b
writdldill(. This amount wovul( approximate the nlet Victory tax, thle
nlorlmal tax, 111(1 the first-bracket surtax ol sucil wages.

T1he Senate1 l)ill iS desigllnd to aIclliove this same ob)jec t'i e of withl-
10old(11g Oil wages anl amtlloun1-t approximating t}1e Ilet Victory tax, thle
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normal tax, and thle first-bracket surtax oIl such wages, but it is sO
framed tlhat thle emp)loyer will not be required to inmake two separate
computations and add thle result of eaich ill order to arrive at the
anmount of/tax required to be withheld from any one .enliployee.
To accomplish this objective of simplifying thle wvork of employers,

section 1622 under the Senate bill changes trie ggrelgate -withholding
exemi)tioil of $552 for single persons provided Ili the House bill to
$624; the withholding exemptioni of $1,320 for married persons to
$1,248; and( tile withihiolding exemption of $408 for cachidependent
to $312. These amounts aire termed thel family stattus withholding
exemptions. Withholding would then be applied tat the single rate
of 20 percent onl all amounts paid ill excess of these exemptions,
plroratecl ill accor(lance with the length of the payroll periocl. The
Senate bill provi(les, however, that ill no case mlay the tax to bexvithheld be less than 3 percent of tlhe amount of tle wages for each
payroll period ill excess of thle prorated $624 Victory tax exemption.Tile reason for thle. provision ill section 1(322 (a) that the amllount, to
1)h withheld slailll nl no event hel(e.ss tlalln 3 percent, of thlie' anmollilt ill
excess of thle Victory tanx withholding exemption is that thle family
status withholding exempltion of a wage earner might equal or exceed
the nmnount of his wages so thltat no withlholding for normal tax and
first-bracket surtax should take place, hllile at tle same time hlis
Victory tax witlholding exempll)tion might be less than thle amount of
hlis Wages so that with holdlilug for Victory tax purposes should take
Place. lln other words, thle provision is nlecessary to insulle withlhlold-
ilg for Victory tax p)ll)rpo8ss ill thle case of single personas with depend-
ents, having incomeS l)etween $624 and( the ap1)p1icl)icle exempn)tionunder
the 20-percent withholding, whichl rnnges upward from $024 depend-
ing, Onl the num111lber of(epl)en(lents, and il tell' calse of married persons
ol lleft(lIs of family with incomes , between $624 anld the al)plical)le
exeipl)tion tin(de(r tile 20-percent wittliholdin, wlihll ranges upward
flrom11 $1,248 (le)end(ling ol tle niml)er of(lel)endents. To illustrate:
Jolill Smithi is aI marriedpnrlsoll claiming tlie whole of thlepersonal
('Xnlil)tipfi for Witliholding and has one(ldelen(lent'. His weeklNy wage
is $30. His weekly family sttiats withilolding exemption is $30 ($24
l)(Oallse hle is a married person Claiming thie wNh1ole of thll-epersonal
(Xemflll)tioni for withlholding, plus $6l)$ eaullse of hlis, ole(lependenlt).
vSinrce his weekly family statsis Withlilhloll(dn exemption equals thie(
nallounlt ofhlis weeklywage1Afre, there will be nowv'iltholding for n1orm1altaxs audi(fi st-lul a(keIsurtastltls )ull )os~'s. Ihoweverxt,JfohnlSmlith's week(lly
Victory tax witllholdnig exempl)tion is $12,tin(l since Ihis weekly N'wage
is $30 hlehas1 at Victory tax liability,anrid hiis employer will wNitlllold
$0.54 (3 pei'revn t of $18).

'I'le specific wageo levelsstx hichl onlythe 3-percentrite is al)plicable
arse rea(lidvllascertalinab11leV, and(lthe 0Iomm1iSsioneJr's.- regflation1s canl
furnish a list of tollose levels, so thatl employers wvill not, nvee(d to make
Comlplu)ltations ill order to determine whlethlertie 3-pereen t or full 20-
per'cenIt' rate is ap)plicab)le, 1or example, a. marriedl)pleson with one
(lel((?let+lwho(cn;llis all ofthe personal emjli)tion for withhllolding
taind whlo receives le(ss than $33.18 a. week will be subject oll yV to a
witl0ldingtaxi of 3p)ercet onl Ole1111101111t received( i excess of tile
piora ted $624 Victory tax exemption. For ill such lersons receiving
a weekly wage of $33.18 or overth1ie rate of withholding will be 20
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I)OrCCIlt On th1e nfllount inl exCCeS of the apI)licable family status with-
holding exemptionI.
Under the Victory tax withholding provisions the liability for

withholding is placed upon the personal having control of the Paymelnt
of wages. Section 1622 under the Senate bill, like the House bili,
specifically designates the "employer" as thle person required to with-
hold and collect the tax. This is a clarifying change. A clerical
anlen(lment ill tile IfOuse bill eliminated thle provision in section 466 (a)
which restricts tlhe withholding to wages inclu(lible in gross inCome.
Thle same change is made in the Senate bill. Trhis limitation, which
was designed to exclu(le from withholding the amount of any wage
payment exempted under the law froin the tax imposed by chapter 1
of th(e code, is rendered unnecessary by the changes male in tho
definition of thle terin "wages." The phrase "to any inldividual" wlas
stricken from the requirement of withholding in order to avoid any
implication that withholding should not apply inerely because wages
are received by at corporation, such as a corporate executor of a
deceased einployee.
Withloldiing exCoption.

The, amount of thle withholdirg exemption applicable with respect
to anlly payment of wages is leterlllil(l lln(ler thle provisions of section
1622 (b) under the Senate bill. Th( IHouse bill changed the tCI'Im
"withholding deduction'' contained ill the Victory tax provisions to
"withholding exemption" ill order to avoid confusion. The latter
designation is also u1sd(l ill the3 Senate l)ill. F'or conlvetnience of refer-
Once, tile withholdi)g CX(311ptioll allowable inl computing tax at the
20-percent rate has, in the Senatelbill, l)been designated thle "family
status withholding xcxInILion"°ni1d that allowable -inl compulting
tax at the 3-per'cent 'ate the ''Victory tax withholding exenl)tion.',
'T110h amillounit of the withholding exemption applicable to all wage pay-
Inelnts is (lCtermIIed(tIliunder the schIe(lules p)rovi(Id(d in section 1622 (;))
and thle rutiles relative to thle application of such sclledtiles ill certaill
tyPes of cases are l)'ovi(l(ed ill p)aragra)hs (2), (3), and (4) of Sul)SectioIl
(l)). Thle schedule of fanily status withholding exemptions aplp)lical)le
for the purp)Ose of the 20-percent rate provided in sul)section (a) (1) is
as follows:

Family S1tatus8 it1hholding exemption

Murriled )er- Married peri nMarride pr- Ench (lold-pndSol) 1n son claiing soI claimig eL othor thlan
Payroll period Singlo z lo1(1 o pler- half of per- 1oo1e of per- tho frst de-isorsol for011)1 l

wittilt gM1)1101 Ox Ipi OIlson isal oxemnition i)pol('llt I1110h
ooorwilI(lot withtlold- forNa ttlllol(d- casoofthe headfoirllh yofgr g of a [family

Weekly..--....-l-- $12.00 $21.00 $12.00 00l.0 0
1Iweekly.21 00.i.. I ) 21.1)0 0 12.00
SemImonhluly- 2 00 52. 0)0 26. 00 0 13.0
MOt.ly-.2..M ) t1y. . .52.00 0 20.00
QInartorly -1,. 1.0)) 312. 00 150. 00 0 78.00fcmlanilint.al-..:.1....() 624.00 312. 00 0 150.0
Aninili....0........... 024.00 1, 248.00 624.00 0 312.00
Daily or iniscellaneows

(per dlay of such l)orto(l). 1. 70 3. 40 1. 70 0 .85

9.869604064

Table: Family status withholding exemption


460406968.9
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'The schedule of Victory tax withholding exemptions for the with-
holding rate of 3 percent is as follows:

Yktcioru taxwfthhordfng
Payroll period: dcfptlon

Weekly-$12.00
Biweekly--- 24. 00
Semimontlhly-26. 00
Mfontly--52.00
Quarterly-15600
Semiannual-312.00
Annual-0- - - - - - -- - 624. 00
Daily or miscellaneous (per (lay of such period)-1.70

The first schedule was changed in the Senate bill from that Conl-
tained in the House bill, for thle reasons stated above, The latter
sclhedlule is the snme as that provi(led in section 466 (b) of the code
with the exception of an additional line setting forth the amount of
the withholding exemption applicable with respect to wages paid for a
single (lay's service in the case of a daily or miscellaneous payroll
period, and the (designation, "Victory tax withholding exemption."
Except for tile designation, tihe schedulle is thle same as that in the
House bill. Under the11-rules prescribed in pnaragraiphs (2) and (3) of
thle subsection, tile daily or miscellaneous )ayroll period exemption
will 1)e used for computing thel amount of the xvithholding e.xelmption
ill the case of wages paid onl a dalily basis, for any )erio(l not other-
wise plrovi(led for in tle schedules, or for wages pIai(d without reg!Lr(l
to lany period. For instance, in the case of wages paid for a 10-day
1)1uYroll period, the amount of the, withholding exemption, applicable
is $1.70 per clay multiplie(l by tilhe number of (lays in such l)eriod, or
$17. Thle same rules apply to thle withholdiwg exemption schedule
p)p)licable for the plulrpose of computing thle tax at thle 20-percent

r'ate.
The rules prescribed in paragraphs (2), (3), and (4) of section 1622

(b) are the same in substance as those provided in paragraphs (2), (3),
and (4) of section 466 (1)) of the co(le, and the saine as those in the
House bill. Thl Senate bill insects "xvitlholio g"i b)efore''OXeffxnptionl."
'This is a clarifying change.

Paragraph (4) of sectionI1622 (b) is substantially the same as para-
graph. (2) of section 466 (b) of the code except that it is ma(le clear
that the rule there prescribed is applicable only if autlhoirized by the
Commissioner under appropriate regulations. Under this provision,
if wages; arc paid for a )erlo(l of less tialln a week or, in. thle case of
wrges p1aid without regar(l to any period, if tlh timea (leiescrbil ill
paragraph (3) is less than 1 week, the employer may, if ;io authorized
by thle C01ommissioner, complete thle amllount of the tax oln the basis of
thle excess of the wages pai(l during the calendar weeko over thle with-
lholding exemil)tion allowable for a weekly payrolll perio(l. If thle em-
ployer is not authorized to Ilse such lmlethod, thle tax will be based
11pO11 thle excess of thle Wages paitl, lprorate(l onl a daily basis, over the
amount of thle (laily withholding exemption of $1.70. The application
of thils provisions is illustrated by the, following example:

If a mnarrie(l person (having no dependents) claiming aill of the por-
sonial exemption for withhol iing receives in a calendar week $8 per
(lay for 4 (lays, his employer mifay le authorized to withhold up1)on the
amount in excess of $24 (or $8) at 20 percent, so that the total amount
withheld would be $1.60. fence, u1lder such method withholding
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would apply beginning with the payment made for the fourth day,
since thle employee would have receive(l $24 for the first 3 (lays. Oil
the other hand, if not so authorized, the employer must use thle
amounts specified in the schedules for a (laily or miscellaneous payroll
period, in which case the amount withheld for each day would be 20
percent of the excess of $8 over $3.40 ($4.60), or $0.92, and the total
amount withheld would be four times the latter amount, or $3.68.

Paragraph 5 of section 1622 (b) under the Senate bill is a new PIO-
vision which, in order to simplify the work of the employer who with-
holds under the schedule method, permits him to roulnld out the wages
to the nearest dollar in completing the amount of tax to be withheld.
Paragraph (5) of section 466 (b) of the code provides that the total

withholding exemption allowed an employee with respect to ^wages
received from any one employer dumrilng the calendar year shall nlot
exceed the amount of the withholding exemption allowable for ani
annual payroll period. This limitation operates to prevent an Oxces-
sive withholding exemption and consequent undeovrwithholdinlg of the
tax in those cases in which thle employee receives regular wages )l1uts
additional wages in the form of bonuses, commissions, etc. Tr1le,
Senate bill, liiko the I-ouso bill, eliminates this paragraph as un-
necessary. Under section 1622 (i) in thle Senate bill, the Commissiolner
is veste(l with authority to provide appropriate rules for the determinii-
ation of the withholding exemption applicable in suich cases under
which the withholding exemption allowed to an employee in aniy
calendar year shall approximate the witlhholding exemption allowable
with respect to an annual payroll period.
Wage bracket withholding.
Under the provisions of section 1622 (c) uider the Senate bill, Cm-

ployers may at their option withhold ai tax (ldetormine(l nt(ler tables
provided in suich section to be (lc(lddcte( from each wage payment.
Such tax slhall be in lieu of thle tax coml)uted under thle per-olclentage
rates andl required to be withheld tinder thle provisions of subsection
(a). TPle change made in subsection (b) under th1w Senate bill withl
aspectt to the withholding exemption maden it p)osSible to provide on1e
table applicablo to each l)ayroll I)eriod for all employees, regardless
of their marital an(l depeondecy sttlmtis. ile resuIltinlg redesignilng
andl re(luction ini the number of tables should suibstalntially simplify
thle emilployer's task andl thle amollllts witIlheld will very closely
al)lproxllmlate thle, amounts wvlich wolld b)e withllld un11der time mrrore("
numer1l0I-ouIs tables of tile IIlouse bill. Under this Section, tables a11r(
provided for weekly, biweekly, semimonthly, and monthlly payroll
1)eiods.' For thle convenience of eml)loyersImakilng paymellt C) wages
1or payroll periods odti er thain thlose comprel landed by the above-
mentioned tables, or for periods which (10 nlot constituteta plyroll
period, or making payment of wages without regar(l to any par-ticuilar
period of time, a furtler table (lescribe(l as thle table applicable to a
(laily payroll p eio(l or t muiscellaneomis l)ayroll plerio( is provided.
Un(eir this tablo thel amount of thle tax required to be withheld is
determined by multiplying the amount of tax shown opposite thl
particular daily wage bracket hy thle number of (lays in thle period
for which wages are paid or, in tihe case of wages paid without regard
to a period of time, by the number of days which have elapsed between
euch wage payments, sinle the (lato of commeneement of employment
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(I uriii(n tle calendar year, or January 1, of the calendar year, whichever
is the later.

T'he rulespelating to the application of tile above-mentioned tables
to specific types of cases arc prescribed in paragraphs (2), (3), and (4)
of section 1622 (c) under thle Senate bill. These rules are in.substance
tHe same as those prescribed in paragraphs (2), (3), and (4) of section
466 (b) of the code, and are identical, apart from minor changes, with
those prescribed in the House bill, for the purpose of determining the
amount of the withholding exemptions in cases where tile tax is de-
termined by application of the percentage rate to thie wages paid. For
example, if wages are paid for a leliod which does not constitute a
p)ayroll period, paragraph (2) of section 1622 (c) provides that the
amount of tax to be withheld slhall be computed by multiplying the
tax shown opposite the appropriate wage bracket in the miscellaneous
table, by the number of days continued in thel period for which such
wages were palid. Paragriph (4) of tlTat section I)rovides that if
wages are palcl for a period of less thaIi 1 week tlhe employer may be
authorized by the Commiiiissioner to compute the tax under the table
applicable3 in the case, of a weekly payroll period. If the employer is
authorized to use the table applicable to tho weekly payroll period,
the aggregate of the wages paid to the employee during the calendar
week shall be considered as the weekly wage.

Pnaragraph 5 of section 1622 (c) under' the Senate bill is a new pr'o-
vision which, in order to simplify th(e work of the employer who with-
lholds under the table method with respect to employees whose wages
exceed the highest wage l)racket in any talble, permits him to round
out the wages to the nearest dollarr in coml)puting the amount of tax
to be withheld.
Tax p)aid by recipient.
Section 1622 (d) under the Senate bill is substantially thel same as

section 466 (1) of the code and the, corresponding provision of. the
House bill. However, thel language has beenelecanged in order to
mnake clear that nothing conttainiied in the sulbsection should be con-
struedc to relieve the employer, of thme duty imll)Ose(l by law to with-
lhold andi pay the tax. Under this provision, l)tlpvmnelt ly thle I'rcipient
of the income of the tax required to be wNitlhhield by the employer
i'clieves the employer from payment of the tax but does not relieve
hiim from liability for al(litions to the tax or penalties for failure to
withlhold, collect, and pay the tax in accordance with the provisions
of tile subehapter.
Nodled'uctibility/ of tax.

Section 1622 (e) under thle Senate bill provi(les that tihe tax with-
(eld and collected ait thle source onl wae shall not be allowed as a

reductionn, either to thie employer or thle recil)ielit of tile income in
computing net income,. However, provision is made by anl amend-
mnent to section 35 of the code for cre(hit for tax withheld at source
in the case of the recipient of tile income. This rel)reseInts a clerical
change fromn the House bill.
Ie funds or credits.
Subsection (f) provides that the refund or credit of any overpay-

inent of the tax requTired to be withheld and collected shall be mad(
to the employers onlly to the extent that the amount of time overpay.
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mont was actually withheld and collecte(l from the employee. TiIa
provision (liffrs from the House bill 1)y reason of the flet that the
provisions of law applying to the Social Security tax onl employees
undler section 1400 have been made applicable. The subsection con-
tailis a cross-reference to the pJrovision for credit or refund to recipients
of income ill the case of excessive withholding.
Included afnd excluded(l ul*ge,9.

Subsection (g) unde-r the Senate bill is identical with the correspond-
ing plroisiOIIon of the House bill. Trhis subsection provides that if the
remuneration paid for services performed (luling one-half or more of
any l)ayroll period constitutes wages, all the rellmtulieration paid for suhel
period slhall 1)0 dleomed to be wtigvs; but if the remutneration paid for
services performed during m110ore than one-lhalf of such payroll period
(loes not constitute wNages, then none of the remuneration pJai(l for such
periocl slhall be deemed to b)* wages. The sul)Scction has application
only to remuneration p1aid for a w)eriod of not mole than 31 consecutive
days which constitutes nll estal)Iished payroll period wvithllil the meanll-
ing of the (efinition contained ill section 1621 (b). It lhs noa1lpplica-
tioll to remuneration pai(l at irregulallr intervals or to remuneration
lnaid without. regar(l to any period. The 31-(lday limitation is int ended
to minimize chan'ges ill pay periods ill O(der to avoid withholding.
W ith hho(lding exemiption certificates.
Subsection (11) of section 1 622 under the Sellato( bill requires eve(y

emllloly(ee rece'iving w'les to fui riish his employer at Signed witilltlhhoill
ex(emtp ioull ('('It ifiCat e ill such fo illn n(l I)(cn talilnilng suchl information uts
thiW (Collllis'slolierll'my, with the a1pprova1ll of the Secret lry, by regulla-
tions Jprescrilwe. 'lwe piuurpose of tOlie certificate is to ('1ebl;e)l0 the,' ('em,-
plo)yel to determillne tihe am11ount. of the wit11ho(lig vxenill)tioll l)1)1li)-
able to the wag11e(s- of eachll emllployee(1' if theemployer electsIuIder
sect ion 1622 (c) to ad(lo)t WNalge-l)racket, it'ilillO(lilng, time am11lount, to b)(e
withheld under that subsection. The statuls of the epl)loye(e as silelo
person, n r1ried personal claiming tll of personal exemptioll for with-
hol(diung, mlrrie(l person claiming 11al1f of pe('rs0111l exempJ)tion for Withm-
holding, marrlllite'(l p)(erson clailia mg 1n01We of p)er'sonal exemp)tion for
vit-lulold(ling, heald of family, and the (dl)e(lepnd ts to b)0 taken into
accoulit b) tlihe eilp)loyer for withhold ing|)lII'PO5('X, are'C to 1)0 (leter-
inllied ina1ccornlwillwithi thl certificate furnished by thl emfli)loyee('
Once ill efl'ct, a certificate is to colntille ill effect 1mintil anothier' certdIi-
(ent.e furnisle(l y)y tlihe enip)loyve takes efleet. If no certifica to is ii)
effect. with iesp et, to aill (eiml)loyee, the empl)loyer is t.o tr(eat sulch
follrl oyee msm

1 1111muli('il p)eIsoll chlining none of thlo p)solilIl exemptionfor Nslthlldinmg so til t wit'll resp'cmt, to such emp)loy(e(e there will he
nio Nwitimlioldi)geXelilt l)tiol ill effe(cet. Sinilarily, if the em player use's.
the wilg(e-bi-ircket tables, the am111olilits to bew withlildll from the wag(es
of anll eil)loy(e with respect, to whlomil there is no witlhliolding cer-
tifica to ill (e'fect a1('e to be, (ldetemined ill ac('ord(ilnce, with the( tables
provided ill the case of a mar1llried p)('rson Claiming1101ie3 of thee('"slunal1
exenj)ptionl for withholding,. Iln ca'seo of n chang111(e of staltus, the emn-
ployee is required to fullrnisallneww certificate not, later thaln 10 (lays
a ftei' such1('limaigo occuirs. This is a Change from the I-Ioluse bill,
designed to make clear thfat in tile case of a Change of status the
employee must furnish anilev certificate showing that, change.
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Under the House bill, Changes ill the. employee's withholding
exemption status are permitted at any time, but it is, providle(d that
the employer slhall have ati least 30 days from the (late of lotifictntion
of a chlamg' ill sttus before l)eing required( to give effect to suchl
(iange. Under subsection (Ih) of the Senate bill tihe -m1)loyer is
not. require(l to give. effect to a change ill status morel than twice
(hiring each calenldar year. The mo(lifie(l rule is as follows:

(1) If the employee lurnishes, at withhol(ing eXeml)tion certificate
after the (late of' commencement of employment., the certifiento is to
take effect with respect to the first. payment of wNages made onl or
after thlet first status (leterniiiiation dIate wvhieh occurs at least, 30 (lays
from the (ldate Oni wvhih such certificatleo is furnishield. Fcolr the purpI)Otses
of this prOViSiOn, tle StatUS (letermnination platess are ixe(l as January 1
f1n(d July 1 of Vaell year. Th'lese p)rovisiolls, are a. modification of those.
uill(nde thle I-ousel bill, (designle(l to allow (uflj)lOyers almj)le time ill
wN-hich to a(ljust payroll nild other accounting recor(ls to conform to
thle withhlold(ing exempl)tion certificates furnished b)y employees after
the (Iat.e of commellnement of employment. \Xiherever feasible,
however, emplllovels mayn give earlier effect to sulhl certificates. (2) If
twhe employee fuirnislhes a, witli1o0(ling exempt ion certificate on or
before the dato of comllielncementl of employmllelt., tile, certificate is
to take effect as of tihe beginning of tile first payroll perio(l (en(ling
on} oil ft(r teie (15to onl which tile certlificaI i0s furnished or with
respIect, to tile first payment. of wages mad(l Without. regard to a payroll
period Onl or a after sulch (lat.e.
The rules set, forth1 under (1) above are alp))licable to all wNage

('arners artic ( employe(l o l ,J I 3I when the nlew wit-hh1old(ling
provisions talke} effect. The rules i(nler (2) above apl)ly iln the case
of new employment, or reelliployment, after anll interul)tioll ill em-
)lovyln(llt, withI time samlle employer, occurring a ftler July 1, 1943. Ill
a1)l)]1yin)g the)('Se rules in the ('ns8 of alnl emTployee inkte'r iIt tenlt llire(d
alt(1 rehired(l by tih 1l1 em plover ait, frequent illeraflis, smich1 0111-

I)loveo sihall 1be (leeme(1 to h ave (conlllmell( lihis employment, fit the
t ime( of the first 11 iring.
Onerl/appmyi p1'(/ I)Cdiods, (dc.

Sect ion 1622 (i) under the Senate bill au11thorizes thle Commissioner,
1111(ider nregulainls prescril)ed with tile apl)Ioval of the Secretary, to
1)rovide suitabl)e rules for tIle det erillitina lof the witlioldlilng cx-
enmption aidl the a application of th'e waoge-bracket tlables withIrespl)ect
to various tvj)Cs of wage paymleints which (10not fall readily wit hin the
siltutory pattern Which is nlecessa mily (lesitfned to fit thie customliary
tyl)e of perio(fic w!age payenelits. Th'ime problh ems imlte(lle(l to be CoV-
e('ed by these regu1laxltion-s are those, arising generally inl (case of suill)le-
nmentary pnaylmellt s mim thel form of bonusiles, (comm1ilissiolls, (lisnissal
wagess, andl the like, 1na1e11 ill ad(lition to p)el'iodie wage p)aymnelts, and
)Iytimets made with rsl)ept to periods be1ginn11ing inl one calendar year
an(l end(lnlg ill a (lifferent Cale(lllilar Pyear. 11w0 Selnate bill changed(l the
llaguage of tile correspoll(1inlg provision of tle House bill ill older

to make clear that thlie purpose of tllis provisions is to limit the with-
11olling exemption allowed to lla employee il! any1 calell(enar year to
all amount approximatillg the withhiholding exemption allownalle3 with
respect to an nntural payroll period.
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Payments supplementary to periodic wage payments are in(le in
various ways. Such payments may consist of commissions or bonuses
paid each payroll perio(l an(d covering the saime o0 difilerent perio(1s
as the regular wnage payment o0 they miay be mna(le without regar(I
to any particular pIeiod. The actual payment of the supplementaly
remuneration may or may not coincide with an actual payment of
periodic wages. Such l)ayments of supplementary remuneratioll
raise the problem as to the proper handling of thle withholding exemp-
tion and the wage-blracket tables in odler to provide for the allowance
of the aJppropriate withholding exemption and the reductionn of the
ap roilriate amoloint of tax.Doorpexample, anl employee's remuneration may consist of wages paid
at peIiodic intervals plus additional wages in the form of a bonus )ai(l
at the end of each 6 months' period. If the tax required to be with-
held and collccted at the source is computed independently with
respect to each such payment of wages, after giving effect to the with-
holding exemption applicable to each such payment, it is apparent
that such employee will have, been allowed the entire amount of the
withholding exemption to which lhe is entitled fom a, full calendar year.
Hence, h1e should not be entitled to any withholding exemption with
resl)ect to wage payments made by the samIe employer (du'ing thle
balance of the calendar yeai. Tfhe same result would obtain if the
tax onl tile periodic wage payments was withheld under thle table
applicable to such pe'liods and tlhe tax onl the bonus was withlhel(l

OIl thle J)emcentage basis after allowance of the amount of thoe wvith-
holding exemption applicable to a 6 months' period. It is obviously
more, desirable to lhave the withholding exemption to which theP
employee is entitled sprea(l over the wage payments fom thle entitle
calendars year. IMoreover, it is considered undesirabl1(e to burden thle
employer Nith the necessity of keeping records in order to determine
at a given time the aggregate amount of tile witlhllolding exemption
previouIsly allowed to the employee.
Under the Sellate bill, ais ill tile ifouse 1ill, tile maxim-um anmo-unt

allowable as a withholding exeml)tion to anll employee with respect
to the wages )aid Iby any O01C employer during the calendar, year should
approximate the1 a-mount of th1e withholding exemption allowed for anll
ar1ual payi'oll period, whether suc11 exemption is based- onl the
schedules provided in sub)section (b) of section 1622 01 is Ieflected
inl the ta1)l es contained in1 subsection (c). For these reasons, it is
exp)ect'ld that the Commissioner will provide reasonable regulations
for the appropriate treatment of allsuch supplementary oroveirlappiing
wage payamenIlts. Such regulations should insure, on0 the one hand,
tlhat the aniount of tax withheld by the employer will approximate
the amount that would 1)e withheld and collecteld if all wages p)aid to
the C'mployee by such emn)loyer we1'e paid at periodic iiltervals through-
out thel calell(lar yeam and, onl tile other hand, that thel employee will
1(eceive thle benefit of withholding exemptions approximating in thle
aggregate the amounts specified under tile schedules for an annual
payroll olerio(l.
Withholding on basis of average wages.

Tile Senate bill added a new provision whicll is contained in
subsection (j), to permit withholding to be abased on average wNages.
Under this l)rovision, the Commissioner may, un(ler regulations,
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authorize employers to estimate the wages which will be paid to any
employee in any quarter of a calendar year; determine the amount to
be withhekl and collected upon each payment of wages to such
employee during such quarter as if the appropriate average of the
wages so estimated constituted the actual wages paid; and to withhold
and collect upon any payment of wages to such employee during such
quarter such amount as may be necessary to adjust the amount
actually withheld and collected upon the wages of such employee
during such quarter to the amount otherwise required to be withheld
during such quarter. This provision is designed to promote the
efficient functioning of the withholding system in cases where there is
steady employment and little fluctuation in wages between pay
periods, so that a reasonably accurate average can be estimated, and
it is expected that the Commissioner's regulations will prescribe rules
appropriate to that end.
Liability for tax.

Section 467 of the code consists of subsections (a), (b), and (c).
The House bill changed the headings and combined subsections (a)
and (b) into new subsection (a). These were clerical amendments
made because of the new definition of the term "employer" contained
in section 465 (d) under the House bill and effected no substantive
change in the law. Subsection 465 (b) under the House bill, relating
to adjustments, was identical with section 467 (c) of the code. Under
the Senate bill the corresponding section (sec. 1623) omits the pro-
vision for adjustments, since the adjustment authorization provision
of section 1401 (c) ofthe code is made applicable.
IRetur'ns.

'Thle House bill provides for quarterly returns by the employer of
tax withheld at source. The Senate bill omits thee House provisions
wNith resldect to return and payment of the tax by employers. These
reqluirements, under the Senate bill, are governed by the applicable
provisions0 which apply to the tax imposed by section 1400. The
provisions of the hIouse bill relating to the determination of deficiencies
have also been omitted in the Senate bill.
The change in the Senate bill from a system of collection, payment,

and administration based upon the principles applicable to the
incoine tax to a system of collection, payment, and administration
based Ulpon the l)rilnciples undlerlying the collection of the social-
security tax on wages lhas been made in order to promote efficiency
and flexibility in the administration of the tax by the Government and
the operations of the eml)loyer thereunder. rT'his change, however,
loes not1 contemplate any departure from the basic principle that the
responsibility and legal duty for withholding and paying the tax, etc.,
rests with the [em])loyr. Ill view of this basic principle the Senato
bill, in section 1624, retains the provision of the House bill that if the
United States, a State, Territory, or political subdivision, or the
I)istrict of Columbia, or any agency or instrumentality of any one or
more of the foregoing is the employer, the return of the tax may be
made by the officer or employee having control of the payment of
wages or other officer or employee appropriately designated for that
purpose.
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Receipts.
Section 469 of the code, relating to receipts, was amended by the

House bill in two respects. Subsectioni (a) of section 469 was amended
to eliminate the language which requires the employer to show oIn
the receipt the period of employment covered by such receipt. As so
amended, the section would specifically require only that the receipts
show the amount of wages paid and the amount of tax withheld with
respect thereto. Tho Commissioner is granted authority to prescribe
by regulations the form and content of such receipts and, if he finds
it necessary, he may require that the periods of employment be shown.
Subsection (b) of section 469 of the House bill provided that the
receipts should be in lieu of the information returns with respect to
wages, but information retturns woulld still be required with respect to
remuneration not subject to withholding. Under the Senate bill,
these House provisions are retained as section 1625 (a) and (b), and
a clerical amendment is made in the heading and in tlme reference to
"subehapter" rather than "part." The Senate bill contemplates that
a duplicate of each receipt shlall be furnished to tho Government and
provides that the furnishing of such duplicates shall be in lieu of the
filing of form 1099 information returns.

Subsection (c) of section 1625 under the Senate bill alters thel pro-
visions relating to extension of time for the furn-ishing of receipts to
employees. By the terms of the amendment the Commissioner under
regulations prescribed by him with the apploval of the Secretary is
empowered to grant to any employer a reasonable extension of time
(not in excess of 30 days) with respect to the receipts reqllire(l to be
furnished to employees. Thus, the extension privilege will no longer
be limited to the receipt to l)c furnished on the (lay on which the last
payment of wages is ma(le but may be applied in the case of receipts
to be furnished at'the close of the caledlar year.
Penalties.
Under the House bill subsections (a) and (b) of section 470, relating

to penalties for fraudulent receipts or failure to frllnlish receipts, are
identical with existing law. Un(1er the Senate bill these pIlnalty I)1'o-
visions remain substantially the samle. Tlle section hals been reninn-
bered as section 1626 511(1 certain others clerical amenld(mienlits have
been mado to adjust the provisions to thee Se(ction of chapter 9 of the
code.
Under the Houise bill subsection (c) of section 470 was ani(nided to

increase from $5 to $10 the minimum a(dldition to the tax for failure
by the employer to make aind file a retilun require(I 1)y this suIbchapter
within the tille prescril)bl by law orr)presclib(le by the Collllmmissionel
in pwirsualnce of law. Tihe Senate lill retains this provision as sec-
tion 1626 (c) with clerical changes required by the shift to chapter 9
of the code.

Section 470 (d) was a newl provision ad(iledi to the code b tlhe
House bill. This sectionIprovides appropriate l)enalties applicable to
efll)loyees who Willfuilly sulpply false or fraudulent withhllol(linig
exemption Certifiesftes or who willfullly fail to supply in formation
which wouil (lecrefase the withholding exemption. T1'lhe penalty in
each instance is a fine of not more than $500 or imuprisomunent of not
more than 1 year, or b)oth, and sutch penalties are in lieu of those
l)rovi(led in section 145 (a) of the code. This provision with minor
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modifleations is retained in the Senate bill as section 1626 (d). As
lniemndv(l the statutory language makes clear that the penalties are
ui))licable in the case of an employee who willfully sUp)lies false
nid fraudulmit, information, or who willfully fails to supply informa-
tion, which would require an increase in the tax to be withheld at
source on his wages. Reference to section 145 (a) was Rlininated
I)ecause of the change fromn chapter 1 to chapter 9 of the code.
Under the bill as passed by the Senate, as has been previously

noted, the withholding provisions have been shifted to chapter 9 of
the code. To reflect this technical alteration an additional section
has been added to the withholding provisions, namely, section 1627
and a subehapter E, to follow subchapter D of chapter 9, has been
wld(led. These new provisions are discussed below.
Other Laws Applimable.
Section 1627 under the Senate bill provides that all provisions of

law, including penalties, applicable with respect to the social-security
tax on employees imposed by section 1400 shall, insofar as applicable
aind not inconsistent with the l)rovisions of new subchapter D of
chapter 9, be applicable with respect to the tax imposed under that
subchapter.
I' erification of Returns.
Subchapter 1K of chapter 9 under the Senate bill contains certain

)nOVi~iOinS which will apply to chapter 9 generally. Under that bill
there are two sections in subelapter E, nainely, section 1630 and
section 1631.

General provisions with respect to verification of returns, and related
matters, are contained in section 1630. The Commissioner is em-
1)oweredl under subsection (a) to require that any return, statement,
or other document required to be filed under chapter 9 shall contain
or be verified by a writtendeclaration that such return, statement,
or other document is made uanders thel penalties of perjury. To exercise
this power the Commissioner is to prescribe appropriate regulations
witlh thel apl)roval of the Secretary. The subsection makes c~ear that
the. declaration made undler the penalties of perjury shall be. in lieu
of any oath otherwise required. Thus, the regulations may provide
that tle oath may be dispensed with in the case of employers making
returns un(ler chapter 9.

Sublsection (1)) of section 1630 provides for 1)enalties in the case of
a person who willfully makes and sul)scribes any return, statement,
or other (docunIent, which contains or is verified by a written declara-
tion that it is mado inder the penalLies of perjury, and which lie does
not believe to l)e true an(l correct as to every material matter. The
sul1)section states that such persOIn Shall be guilty of a felony, and,
upon conviction, shall be suIl)ject to the penalties prescril)e(l tor por-
jury in section 125 of the Crimnianl Code.
Special Provision1 jor Payment of W51ithhel( Taxes.

Section 1631 relates to the use of incorpprated banks or trust com-
Ipnies (which arel depositories or financial agents of the United States)
ini connection with the payment of taxes un(ler chapter 9. Under
this section the Secretary imay authorize such incorporated banks and
trust conil)anies to receive any taxes un(ler chapter 9 in such manner,
at' Such times , and under such conditions as lie may prescribe. If the
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Secretary should make such authorization, he shall prescribe the
manner, times, and conditions under which the receipt of chapter 9
taxes by authorized incorporated banks and trust companies is to be
treated as payment of such taxes by the collectors. 'Withholding
under the new system will involve very considerable amounts of tax
moneys which will be withheld from the wages of employees. These
funds will not belong to the employers. It may well prove desirable
to provide a method by which these funds will be, turned over by
employers, and reach their way into the Treasury, more rapidly and
more currently than, for example, on a quarterly basis. The purpose
of section 1631 is to provide a flexible method by which this objective
may be accomplished without placing an undue strain on the adminis-
trative tax collection machinery.
Technical amendments.

Section 2 (b) of the House bill was a technical amendment changing
the heading of subehapter D of chapter 1 of the Internal Revenue
Code. This amendinent is unnecessary tinder thCe new structure pro-
vided in the Senate bill; accordingly, section 2 (b) of the Senate
bill contains other technical anmendments in keeping with the rear-
rangement effected thereunder. Paragraph (1) aniends section 34 of
the code by omitting reference to section 466 (e), relating to credit for
Victory tax withheld at source under the systein in effect prior to
July 1, 1943. Paragmaph (2) amends section :322 (f) of the code, Which
is likewise a cross-reference provisions, to provide a cross-reference to
section 1622 (f), relating to refunds or credits to employers and to
recipients of income, instead of to section 466 (f), the present9 credit
provision relating to the Victory tax.

Section 476 of the co(lC provides that the taxes imposed b)y sub-
chapter D of chapter 1 shlall not apply to any taxable year commellc-
ing after the date of cessation of hostilities in the present var. Sec-
tion 2 (c) of the House bill tninends section 476 to limit the applicattion
of this provision to the Victomy tax imposed by part I of suichliapter I)
of chapter 1. Section 2 (e) of thtle Senato bill amen-jds section 476 so
that thle tax imposed by part 11 of subcbhapter D of chapter 1 shall not
apply with respect to any), wages paid after June 30, 1943. Wages (as
defineci in sec. 1621. (n.)) paid infter that (late will be) sul)ject to thle
provisions of subchapter 1) of chapter 9.
Effective date.

Section 2 (d) of tile Secnate, bill, relating to tho effective (late, pro-
vides that, the amendments inade by section 2 (a) fallnd (b) shall tako
effect onl July 1, 1943, nud shall 1), applicable to nll wages l)aidl on or
after such date.
CONFEltEN A1AM EN P MENT.

Thle conference aniendmiientl retdilns With the following (hallnges the
provisions of the Senate bill with resl)(ect to (oll>etioll of income tax
ait source onl wages:

In section 1621 ()) tle w'ord''(1" ily hiats, been insertedC in tht(e
(lefimition of at miscellaneous payroll period. Tr1is is at clerical change'.

In section 1622 (1)) (2) an(l section 1(022 (c) (2) the parenthetical
expression ''(includingsunaytall(ysnd holidays)'' hns been inserted in
the interest of clarity.
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Paragr'aph (5) of section 1621 (c) provides that in determining tihe
amount to be deducted and withheld under the table method thle
wages may, at the election of the employer, be compute(l to the nearestdollarr. This provision has been changed to qualify the rule so as to
inake it clear that it is applicable only if the wages exceed fihe highest
wage bracket in the applicable table. Thus, thel rule is applicable in
the case of a weekly payroll period where the weekly wage exceeds
$200.
The provisions of section 1622 (h) have been amnend(led in order to

provide more logical rules for the effective date of withholding exemp-
tion certificates. The first rule, contained in paragraph (1), has
l)een linmitdd to certificates furnished after the da(te of commencement
of employment with the employer by reason of an change of status.
Trhe second rule, containe(l in paragraphl (2), has been extended to
include the case of any certificate furnished otherwise than by reason
of a change of status.

Section 1622 (h) has also been amended by adcTing the expression"and having no dependentss'. The purpose of this cifinge is to
avoid anly misapl)rehension as to the consequences in a case where no
withholding certificates is in effect.
A new paragraph (4) has been added to section 1621 (i). This

paragraph authorizes the Commissioner, with the approval of the
Secretaiy, to prescril)e regulations for determining the manner of
withholding and the amount to be deducted andwithheld, in the
case of at payment of wages by an employer to an employee thoughan agent, fiduciary, or other person who also has the control, receipt,
custody, or disposal of, or pays, the wages payable by another em-
ployer to such eml)loyee. In such acase thle withho(ling eemption
of the employee for any one year is to approximate the withho(lingexeniption allowable with respect to an. annual payroll period. I'o
illustrated the application of this provision: Five companies maintain
a central agency which carries onl the administrative work of the
companies. TThis central agency or organization consists of a, staff
of stenographers, clerks, bookkeepers, fncl so forth. The expenses of
the central agency, including wages )ai(l to the foregoing employees,
are borne by the companies in certain agreed proportions. Under
the arrangement, each company is thle eml)loyer of each employee
on the staif of the central agency. Under the provisions of new
paragraph (4), the, Commissioner is authorized to provide that each
such employee will be entitle(l in any one year only to an aggregate
withholdingexemption which shall approximalte tle withholding
exemllition allowabl e with r'estpect to anll annual payroll period, father
than to five such withholding exemptions.
A conlpleinentary provisionlhaslbeen inserted as new section 1632.

I'hlis Section ismla(le a part of subchlalpterl EB of(chllapter' 9 ofthel(0(od.
(ConsequenItly, its p)r'oviSiolns are apphebli(ale with respect to all of thle,
taxes imposed un(ler chapter 9. This section provides' thart ill c'S1se3

l

fiduciary, agent, or other person has the control, r(cil)t , custody,or disposal of, or pays, theWtages ofanl emlployee. or group of e1)loyees,
('111ployed)y one or more en)ployers, the Conlylissioner, under regul-
lations pre-scri)e(l by him vwiti the apl)l)roval of thle Secretary, is
authorized to(designate such fiducailry, agent, or otherpe+rsonI, to
jerfolnm such acts as are requlire(l of employers under chapter 9 anld
tas the Commissioner may sp)ecify. If such(designation is ma(le, all
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provisions of law (including penalties) applicable in respect of an
employer shall be applicable, to such fiduciary, aqng t, or other person
so designated, except as may be otherwise prescribed by the Commis-
sioner with the approval of thle Secretary. However, except as so
provi(lcd, thle employer for whom such fiduciary, agent, or other
person acts shall remllaitn subject to the provisions of law (including
penalties) apl)licable in resl)ect of employers.
Thus, in the illustration given above of the five companies maiin-

taining a central agency to clrry onl their administrative wxork, the
Commissioner may designate such central agency or organization to
perform such of thle acts with respect to within holding, return and
payinent of the tax, the furnishing of receipts, and so forth, as the
Commissioner may sl)ecify. IHowever, such a designation believes
the employer of resl)orlsibility only to thle extent that the Conimis-
Sioler preSCribeS.

'Tlie CXp)ressiOIn 'all einplOyC(''' cOnitainleld il sections 1622 (i), follow-
ing paragraph (4) of that subsection has been changed to "thle eIIi-
ployec". 'This is a clarifyillng chlanlge.

Section 1625 (c), relating to (Xtensions of time for thel furnishing of
receil)ts, has bleen changed b)y striking out tle words "to employees''.
This is a clarifying change designed to mntake certain that the Com-
missioner's authority to grant extensions of timne for the furlnishilng of
receil)ts extends to the receipts required to be furnished by the em-
ployer with his return of withheld taxes.

Sections 2 (c) anid (d), relating respectively to thle expiration
date of thle withholding provisions of the Victory tax (Part II, sub-
chapter D) of chapter 1 of thle code) and the effective( date of the
withholding provisions uln(ler sul)ehpll)ter 1), chapter 9 of the code,
have been chai'enl(. Tilhe change with Pes)ect to the expiration (late
of wi thhol(lillng 11'n' thle Victory tax l)rovi(les that such Withholding"
shail not apply With respect, to zalny wages paid after Juneo 30, 1943,
unlesslsuch wages are l)ai(l (illuing th, calendar year 1943 with respect
to a payroll period b)egillnilig on or before eJlun).e 30, 1943. TThe change
with respect to the effective (late of withholding under thle bill provides
that suchr'l withhol(ling shall take, effect 1July 1, 1943, anld shall be
apl)licablie to all wages paid on or after such (late, excel)t that it Shall
not be apl)plical)le to wages )aidl (lulling 1943 with respect to a )ayroll
period(l 1eginniiig before ,July 1, 1943.

MISCETIANIe'O5 AMMEINDMEINTS

I)DSCRIPTION Oe HOIJUSE AND SENA T'1' BILLS.
Credit forlt?withheld at ourree. oil, 1tages.

Sect ion 3 of the Senalteo hill ameiIs section 35 of the, code to provide
that the amount of tile tax withlilld andi collected under sld)chapter
1) of chapter 9 shaull he allowed as a credit to the recipielit of thle
incomeigaintlst the income (includilig Victory) tax imposed by chapter
1 . T1'ue8 (re(I(it ole the} auniolst wsithhlield (luli ilig anly clenl(+l art yeair lIl)sol
the nwages is to he nllow(ed as a cre(lit to the recil)ient of the income
agailinst the tax for the last taxable year beginning ini s,,uch calen(lar
yeir. Apa rt from a ('hirifyilig ('hlllge this provisioll is substantially
tilm Samle, as tthe, corre('Spolldillng 1)1OVisiO in the1 House( bill.
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[1'C(S~iVt 9dithhlolding.
Section 4 (a) of the Senate bill, which amends section 322 (a) (2) of

the code, relating to excessive withholding, is the same in substance
as section 3 (a) of the House bill, which made a clarifying amendment
to section 322 (a) (2).
Authority to make credits against estimated tax.

Section 4 (a) also adds a new paragraph (3) to section 322 (a).
This provision authorizes the Commissioner to prescribe with the
approval of the Secretary regulations providing for a credit against
estimated tax for any taxable year of the amount determined by the
taxpayer or the Commissioner to be an overpayment of the tax for a
preceding taxable year.
Under the new procedure in the declaration and payment of the

estimated tax (the first installment of which will generally be payable
at the same time as the making of the return and final payment of the
tax for the preceding taxable year) a class of cases will arise in which it
is apparent that the tax for the preceding taxable year has been
overpaid. The Commissioner should have the same authority to
credit an overpayment of the tax for a preceding taxable year against
the estimated tax for the current taxable year as lhe has under exist-
ing law with respect to the tax for the current taxable year. Permit-
ting the taxpayer on his return or on his declaration to compute the
overpayment and credit it against his estimated tax in his declaration
would obviate unnecessary remittances by the taxpayer of the esti-
mated tax and unnecessary refunds by the Commissioner. The ad-
ministration of the provisions of the bill may therefore require some
crediting procedure as to the estimated tax in a(l(Iition to that now
provided in section 322 (a) (1).

In the absence of administrative experience in the field, it seemed
wiser, in providing such additional credit, not to require the credit
to be made or permitted, but to grant, authority to the Commnisioncr
to make or permit this type of credit, together with authority by
regulation to specify the terms, conditions, extent, and effect of the
credit to be made or permitted to be made. Among the matters to
l)e covere(l by the regulations if the authority is exrcrised are--

(1) Whether and to what extent and under what conditions the
taxpayer shall be allowed to take the cre(lit on his declaration; and
(2) whether, the effect of the credit (whether taken by the taxpayer
or made by the Commissioner) is to be like the cre(lit allowed under
section 35 of the code or like the cre(lit specified by section 322 (a) (1).
If, under this provision, the Commiisioner authorizes a crefhit against
the estimate(l tax of the character of that pIrescribe(l in section 322
(a) (1), such cre(lit will constitute a payment of the estimated tax
both generally and( for the l)u11 pos(e of section 59r (b)); and if the
(Ietermiinationl of the overl)ayment I'rOves to lhavo been erroneous, the
year for which the overIpayment1 wats (determine(l is adjusted.
Presumption as to date of payment.

Section 4 (b) of the Senate bill amends section 322 (e) of the code,
relating to presuimption as to date of payment, to include tax actually
witfhheld and collected at tho source under sul)chapter D) of chapter 9;
to insure thel application of the rule to thel proper taxable year; and to
l)rovide for the applications of the same rule with resl)ect to payments
of estimated tfx.
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Delegation of authority to collectors to make refunds.
Subsection (c) of section 4 of the Senate bill amends section 3770 (a)

of the code, relating to authority to inake refunds. New paragraph (4)
has been added which authorizes the Commissioner to delegate, with
the approval of the Secretary, to the various collectors any authority,
duty, or function which the Commissioner is required to exercise or
perform with respect to the making of refunds, and the like, in respect
of any individual, estate, or trust, where the amount involved does
not exceed $1,000. This provision makes it possible for the Commis-
sioner to delegate to the collectors the function of making refunds of
such amounts, not in excess of $1,000, as the Commissioner may pre-
scribe. This provision will permit the administrative authorities to
handle refunds more expeditiously.
Rule where no tax liability.

Section 4 (d) of the Senate bill adds new subsection (c) to section
3770 of the code. Under this provision an amount paid as tax shall
not be considered not to constitute an overpayment solely because
there was no tax liability in respect of which that amount was paid.
The income-tax law requires the taxpayer to make a 'return of his

tax and to pay the tax so returned. These requirements contemplate
that in the discharge of these duties at the time, place, and manner
prescribed, honest mistakes will occur--imistakes both as to the amount
of the tax and as to the existence of any tax liability; and that such
honest mistakes made incident to the bona fide orderly compliance
with the actual or reasonably apparent duties of the taxpayer are
to be corrected under the provisions of law governing overpaymeits.
It is believed that existing law so provi(les. The language of certain
court decisions (holding that certain payments, not made incident to
a bona fide and orders y discharge of actual or reasonably apparent
duties imposed by law, are not overpayments and accordingly that
interest is not payable) has been read by some as meaning that no
payment can result in an overpayment if no tax liability actually
existed. It is not believed that such reading is in any way a statement
of existing law. The provisions of the bill, however, emphasize the
need for clarity in this regard.
Under the bill as passed by the Senate, two requirements become

basic features of the income tax: (1) The declaration and pa meant
of the estimated tax; and (2) the withholding and collection by the
employer of tax from the wages of employees, and the return and
payment as such I the amount by the employer to the Government.
Honest mistalkes incident to faithful and orderly compliance, will, of
course, occur, just aus they have in the older procedures of the tax.
The doubts expressed as to the existence of an overpayment in case
it ultimately turns out that there is no tax, it is believed should be
put to rest, an(l to this en(l the amendment to section 3770 of the
code was inserted in the Senate bill. It is thought that the code does
not contefllmplate that liability for interest can be cast oln the Govern-
incunt by merely clumping money as taxes on the collector, by disorderly
remittances to him of amounts not computed in p)usuIIance of the actual
or reasonably apparent requirements of the code, or not transmitted
in accordance with the procedures set up by the code, or by other
abuses of tax administration. As to these, a proper application of
existing law will enable tile courts, in the future, as generally in the
past, to deny treatment as overpayments to these improper payments.
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Cross ReferenCe.
Section 4 (e) of the Senate bill changes the designation of the last

subsection of section 3771 to subsection "(f)". This is a cross refer-
(enlCe provision.
1?eiyiew of allowance of interest.

Section 4 (f) of the Senate bill corresponds to section 3 (b) of the
House bill and amends section 3790 of the code relating to prohibition
of administrative review of the Commissioner's decision on the merits
of claims presented under the internal revenue laws. Because of the
difficultyy of applying the rules provided in the House bill, the Senate
bill has extended the scope of section 3790 to include interest on any
credit or refund under the internal revenue laws.
CONFERENCE AMENDMENT.
The conference amendment retains with the following changes the

provisions of the Senate bill covering miscellaneous amendments:
Section 4 (a) of the Senate bill, amending section 322 (a) (2) of the

code (relating to excessive withholding), has been amended to make
clear that where the amount of the tax withheld at source on wages is
in excess of the income (including Victory) tax imposed by chapter 1,
the amount of such excess shall be considered an overpayment. This
amendment does not effect any change in substance.
Section 4 (b) of the Senate bill, which amends section 322 (e) of the

co(Ie (relating to presumption as to date of payment) has been amended
in two respects: First, it has been changed to provide that the tax
actually deducted and withheld at thel source oIn wages shall be deemed
to have been patid by the recipient of the income not earlier than the
fifteenth day of the third month following the close of his applicable
taxablo year; second, a clerical change is made, which omits the refer-
ence to the case of at nonresident alien individual. This second change
is rCquired by reason of the, conference change which makes the return
(late of certain nonresi(lent alien individuals the same as the return
(late for citizens an(l residents of the United States.

Section 4 (c) of the Senate bill, which amends section 3770 (a) of
thle code by authorizing delegationn of authority to collectors to make
refunds, hias been changed to make clear that the amount involved,
i. c., $1,(OO, is to be determined without regard to interest, penalties,
a(lditions to tl)c tax, and additional amounts. Such items are, how-
ever, within the sCop)e of the authorized delegation.

Trle references throughout the foregoing portion of the bill to with-
holding, at the source have l)een made uniform, so that the reference
nlow is to "deduction and withholding". These are clerical changes,
and do not effect alny change in. substance.

C(lIRRENTi' PAYMENT OF TAX NOT WITlfTIIJEI) AT SOURCE

I)ElSCRIPTiON OF hIOUSE1 AND SENATE BILLS.
The House b1ill provided for a system of current p)ayrlet of imdi-

vi(tifal income tax only to the extent of ia so-called estimate(l basic
tax (niet Victory tax plus s-iorinal tax pls first-bracket surtax) onl
income not constituting wages subject to withholding at source. The
system proposed under the Senate bill provides for the current col-
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lection of all individual income (including Victory) tax on incomeC to
the extent that such taxes are not paid through withholding at source.

Section (5) of the Senate bill strikes sections 58, 59, and 60 of tle
code, which are cross-reference provisions, and inserts in lieu. thereof
new sections 58, 59, and 60 to provide for the current payment of that
portion of the individual's tax liability not required to be withheld
at source. Withholding at source is at a rate designed to approxi-
mate the net Victory tax, the normal tax, and first-bracket surtax
and applies only with respect to wages (as defined in sec. 1621). The
current payment system is designed to provide for collection during
the taxable year of the remaining tax liability for such year. Accordl-
ingly, it provides for the current collection of the net Victory tax on
income not subject to withholding at source, for the current collection
of the surtax above the first bracket oIn wages, and for the current
collection of the normal tax and surtax oIn income not subject to witIl-
holding at source. Tphe amount of thle current payment is to be deter-
mined upon the basis of a declaration by the taxpayer of his estimated
tax liability for the current taxable year.
Requirement of declaration.

Subsection (a) of section 58 under the Senate bill prescribes the
rules for determining what persons are required to make a declaration
of estimated tax. Nonresident aliens and estates and trusts are
specifically excepted from the requirement to make such declaration
and from the current payment system. Under theIHouse bill, nlon-
resident alien individuals' who are residents of a contiguous country
and who enter and leave the United States at frequent intervals were
not excepted from the requirement for a declaration. Tlrh, Senate
bill excepted all nonresi(lent aliens from the operation of the Current
payment system.

Tlhe requirements as to who shall make and file a declaration are
based generally upon the amount and kind of the estimated, gross
income for the current taxable year or the amount and kind the
actual gross income for the p)receding taxable year, an(l thle personal
status of the individual as single or mnarrie(l at the time prescribed
for the making of tlhedeclaration. Under thel HouseG bill, the amounts
of gross income which determined the necessity for a declaration of
estimated tax were l)asedl upon the amounts which determined the
necessity for a return under section 51. Under the Senate bill plo-
vision is made for declarations "of estimated tax in certain cases by
persons reqllired( to mnako returns of Viotory tax under the provisions
of section 455, evetI though such personIs would not l)e required to
make returns under the provisions of section 51. These amiendmlients
are designed to collect the Vietory tax currently in thel case of indi-
viduals Who arle not sul)ject to withholding aIt the source an(l to
equalize thl system of current collection as between such p)CrOsls and(
persons subject both to thle Victory tax an(l the regular incomeI tax.
Under the conditions set forth in section 58 (n) in the Senate bill

every indilvi(lual who, at the time )rescril)ed for thle making of the
declarationn, is single or is married blut not living with husband or wife
shall mako and file a declaration of his estimated tax for thle taxable
year if-

(1) His gross income from wages (as (lefined in sec. 1621) can
reasonal)ly 1) expected to excee(1 $2,700 for the taxable year; or
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(2) His gros' income from wages (as defined in sec. 1621) did
exC(l $2,700 for the preceding taxable year; or
(3) It can reasonably be expected that for the taxable year his

gross income from sources other than wages (as defined in see.
1621) will exceed $100 and his gross income from all sources will
amount to $500 or more; or

(4) His gross income for the preceding taxable year from
sources other than wages (as defined in sec. 1621) did exceed $100
and( his gross income .from all sources for the preceding taxable
year was $500 or moore.

Every individual who, at the time prescribed for the making of the
declarntion, is married and living with husband or wife shall make a
(leclaration of his estimated tax for thel taxable year if-

(1) It can reasonably be expected that, for the taxable year,
suh1l imdivi(ual will receive gross income fromt wages (as dlefined
in sec. 1621) and the aggregate gross incomes of suhll individual
and suich spouse from wages xvill exceed $3,500; or

(2) In the preceding taxable year, su1lch individual receivedl
gross income fromn xages (as (lefiie(l in sec. 1621) [n1(1 the aggre-
gate gross income of Such individual and schll spouse from wages
excee(ling $3,500; or

- (3) It can reasonably be expecte(l thatt for thle taxable year such
indlividlual will receive gross income from sources other than wages
(as (lefined in sec. 1621), thee nagregate gross income of sulch

llivi(lual and sulch spouse fromt sources other than wages will
exceed $100, an(l (a) the gross incomell-' fromI all sources of such
indlivi(lual will exceed $624 or (b) the aggregate, gross income of
such in(livi(dual and suelc spouse from aill sources will amount to
$1,200; or

(4) In the l)rece(ding taxl)ble year su1ch individual received gross
income from sources other than wages (as defined in sec. 1621),
the aggregate gross income of suelh individual and such spouse
from sources other than wages exceeded $100, atnd (a) the gross
income from such sources of sell individual for time preceding
taxable year exceeded $624, or (b) the aggregates gross incomlel from
all sources of such individual an(l suelh spouse for the preceding
tatxablo year was $1,200 or more.

For the purposes of section 58, the amount of the gross income which
thc taxpayer caln reasonal)ly 1)0 ex)ected(l to receive or, ill time case of
a t~ax)ayer upon thle aecrual basis, the amount which call rasonlably
le expected to accrue, shall l)c (eter lliln(l upon thme basis of thie facts
nl(l circullmstalnce's existing as of the tinie prescril)ed for the making
of the dleclaration.
Conteits oj (declarationl.

Subsection (b) of section 58 iln the Senate bill prescribes the rules
relative to thle formi and content of the taxl)ayer's (leclaration of esti-
mated tax. It is required geInerally that the dlechlration shall 1)C ill such
forllm and contain such in)formalttion as mnay be)piescrilbe(l by the Com-
in issioner uinderl regullatioins approved by thle Siecretary. Subsection
(l) specifically requires that the dleclarationl shall state (1) the amount
which the taxpayer estimateds as the amount of his tax under sections 11
tand 12, or section 400, as the case miay be, taned the Victory tax imposed

H. nepts., 78-4, vol. 3--44
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by section 450 (adjusted for thee credit provided in sec. 453), without
regard to any credits for tax withheld at source; (2) the amount which
he estimates as the amount of the credits allowable for the taxable
year under sections 32, 35, and 466 (e) on account of tax withheld
at source on tax-free covenant bonds and wages; and (3) the excess of
the amount estimated under (1) over the amount estimated under (2).
Under subsection (b) the "estimated tax for the taxable year" is the
excess of the amount estimated by the taxpayer as the tax imposed
by chapter 1 (without regard to the credit for taxes withheld at source)
over the amount which the taxpayer estimates as the amount allow-
able as a credit for the taxable year for taxes withheld at the source.
The subsection further provides that every declaration of estimated
tax for the taxable year shall contain or be verified by a written state-
ment that it is made under the penalties of perjury.
Joint declaration by husband and "ife.
Under the provisions of subsection (c) of section 58 in the Senate

bill, a husband and wife living together at the time prescribed for
making a declaration may elect to make a joint declaration in which
case the liability with respect to the estimated tax shall be joint and
several. A joint declaration by husband and wife shall be signecl and
verified by both spouses. If the declaration is signed by one spouse
as agent for the other, authorization for such action must accompally
the declaration. No joint declaration is permitted if either husball(l
or wife is a nonresident alien. If the hius band and wife make a joint
declaration but (to not make a joint return for the taxable year the
amounts paid on account of the estimated tax for such year may be
treated as payments on account of the tax liability of either the
husband or wife for the taxable year or may be divided between their
in any manner they see fit.
Time and place for Jli'ng declarations.
The time and place for filing declarations of estimated tax required

under section 58 nlnder tie Senate bill are prescril)ed in subs'ectioln
(d) of such section. Such declarations must be filed oIn or before tile
15th (lay of the third month of the taxable year by every persoll
whose then anticipated income for the current taxal)le year or whose
actual incomnc for the precedilig taxable year meets the reulliremenlts
of subsection (a). 1in the more usual case of taxpayers on the cll-
enclar year l)asis, shll (dleclarations are to be filed on or before the
15th day of March. Iin the case of taxpayers onl a fiscal year basis,
such (late will be the. 1.5th day of the tliird month of the particular
fiscal year. If, under the provisions of -sul)sectioIl (a), a (leclaratioll
is not requiredIon or before the 15th day of the third month of the
tax able year but sl)Cisequent thereto the facts and circumstances are
sulch that thel gross income, for the taxable year can reasonably be
expecte,d to meet the requirements of such subsection, a (leclaration
of the estimated tax liability is require(l to be filed. Iln such event,
the declaration must be filed on or before the 15th (lay of the last
month of the quarter of the taxable year in which the requirements of
subsection (a) are first met. For instance, a single person was hiredl
oIn January 2, 1944, at, a salary of $2,400 per annum. I-e had no
other sources of income, could not reasonlably expect to receive any
other income, anfi did not receive ally income during the precediiin
taxable year. InI the absence of any chainge of circumstances before
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March 15, 1944, such person is not required to make a declaration
as of that date. On July 1 such person was advised that he was
promoted to a higher position and that thereafter his salary would
be increased to $3,200 per year. Hence, on that date the gross
income of such person for the taxable year could reasonably be
expected to exceed $2,700. Therefore, assuming that such taxpayer
inakes his incometax return on a calendar year basis, a declaration
of his estimated tax liability for the taxable year should be filed on
or before the 15th day of September of such year.
Under the provisions of subsection (d), an amended or revised

declaration is permitted, subject to such regulations as may be pre-
scribed by the Commissioner with the approval of the Secretary
Such amended or revised declaration may be filed in any quarter of
the taxable year subsequent to the quarter in which the declaration
or the last amended declaration was filed. The revised estimate
shown in such amended declaration shall not take effect with respect
to any quarter unless filed on or before the 15th day of the third
month of such quarter. Declarations of estimated tax liability and
all amended or revised declarations shall be filed with the collector
of internal revenue for the district in which is located the legal resi-
dlence or principal place of business of the person making such declara-
tion or if the declarant has no legal residence or principal place of
business in the United States, such declarations and amendments and
revisions shall be filed, with the collector of internal revenue at Balti-
more, IvMd. Any such amended declaration shall be filed with the
collector for the district in which the original declaration was filed.
Subsection (e) of section 58 authorizes the Commissioner to grant

a reasonable extension of time for filing the declaration of the estimated
tax under such rules and regulations as he shall prescribe with the
al)proval of the Secretary. Except in the case of taxpayers who are
abroad, no extension shall be granted for a period of more than 6
months. This provision is the same in substance as the compaable
i).ovision of the House bill, except that the Senate bill applies the
same rules relative to extension to payment of the estimated tax.
Rules applicable to declarationts.
Subsection (f) relating to persons under disability, provides that

if the taxpayer is unable to make his own declaration at declaration
slall be made by a duly authorized agent or by the guardian or other
person charged with the care of the person or property of such tax-
l)ayer. In such case, the taxpayer and his agent shall be responsible
fol the declaration as made and incuir liability for any penalties pro-
vidle(l for erroneous, false, or fraudulent declarationn.
Under subsection (g), it is provided that the fact that an individual's

name is signed to a filed declaration shall be primia facie evidence for
lllplurl)oScs thifat the declaration was actually signed by him.
Subsection (h) makes applicable to (leclarations of estimated tax

the provisions; of section 55, relating to publicity of returns.
With the exception of the foregoing section 58 (h) andil the differ-

enices due, to the l)asic differencee in the systems of current payment of
tax in the House bill and in the Senate bill, section 58 of thie Senate
bill is substantially the same as the corresponding section 58 of the
I louse bill.
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Paymentof estimated tax.
Section 59 of the Senate bill is substantially the same as section 59

of the House bill except for technicalao endments necessitated by the
requirement for current payment of the entire tax instead of only the
basic tax as under the House bill,andl a clarifying amendment relating
to installment payments of the estimatedtax.
Under the provisions of new section 59, if the declaration ofth e

estimated tax is made on or before the fifteenth day of the third month
of the taxable year, such tax shalll)e paid in four equal installments.
In such case the first installmentshall be paid at thetim e of filing the
declaration, the second installment on the fifteenth (lay of the sixth
month, the third installment on the fifteenth day of the ninth month,
and the fourth h installment on the fifteenthday of the twelfthm ontl
of the taxable year.

If the declaration of estimated tax is filed after the fifteenth day of
the third month of the taxable year, the estimated tax shall be paid in
equal installments the number of which is equal to the number of
quarters remaining in the taxable year. For example, if theleclara-
tion is filed on the fifteenth (lay of the sixth month of the taxable year,
the(estimated tax shall bepaid inthree, equal installments.

If, ptirsuant to section 58 (e), the Commissioner grants an extension

of time within which to make a declaration of estimated tax, install-
ment's of such taxslhall be paid at such time and under such conditions
as the, Commissioner may prescribe.

If a taxpayer files ain amended or reviseddeclaration of estimated
tax,thel remaining installments of estimated tax shall be ratably
increased ordecrease(l, as the case may b), to reflect any change made
in thepreviously estimated tax by suchanmenI(lmntOr reViSiOnl. I'or
example, onl March 15, 1.944, the taxpayer filedan declaration of esti-
matedi tax for the calendars year 1944 inthel anmoulnt of $600. An
installment of $150 wasl)ai( at thetimhe of making such declaration.
IIowever, on.June 15, 1944, the taxp layer filed annien(ledl(leclaratiol)
disclosing an estimated tax for the taxable year of $300 instead of the
$600 originally(estimated. As a result of such aniudlend declaration,
the, installments of estiniated tax required to be paid onl Juneo 15,
September 15, and December 1 5 will each be $,50.
At the elctioy, of the taxpayer, any installment of estimated tax

Inty l)epai( prior to the(late prescribed for its pavmlent.
AS tatedalbove, Section 58 (e) a ithorizs theCommisioner, uni)(lder

certain con(litions, to gllrant an extension of time for payment. of the
eStinlated(l tax.

''lihe section further provides that payment of the estimated tax
shall 1)o ColnSider(led palhmlelt 6i1 aIc(ounIt of the income (including
Victory) tax imposed by clhalter 1 for the taxable year. The tax-
payer will, of courl.so, have to file his regular income tax retulln as

usual, and on such return the estimate(l tax paid will be taken into
account. All suchlpaymnvtis of estimated tax are for the pll1rpose of
the J)pOVisiOlS of law relating to refund or cre(lit of the tax imposed
by chapter 1, including the provisions relating to interest on over-
pllayments of sueli tax, deemed to lave been p)ai(d on the fifteenth (lday
of the third month following the close of the taxal)le year.

stubsection (b) of section 59 provi(les that the estilnate(l tax shall be
asses(s(i only to the extent, paid. '[bu11s, the collector may not (lis-
train for any unpaid installment of estimated tax. Such provision,
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howevKr, shall not be cOnstrucd to prevent the application of section
146 relating to thle closing by thle Commissioner of the taxable year.

Special rules for the applications. of ScCtOflS 68 an(l 59.
New section 60 under the Senate bill provides special rtiles for thle

application of sections 58 and 59 relating to the declaration and pay-IIIcnt of the estimated tax. Subsection (at) allows the individual whose
estimated gross income from farm-inig for the taxable year is at least80 percent of hiis total estimated gross income fromt all sources for thle
taxable year thle option of filing hiisdeclaration onl or before the fif-
teentlh (lay of the last monthll of tle taxable year-, in lieu of tlhe time
prescribed for other individuals under section 58 (d). This provision
recognizes thle difficulty of estimating in thle early part of thie taxableyear thle amount of illcomle,w:hichll will be derived from ordinary farm
operations. Weather conditions, plant aind animinln diseases, ravagesof
insects and otler pCests, are. aniong thle( factors whiich contribute to thle
uncertainty of sucllh incomell. Thle estimfatte-d gross income, frloml farm-
inr i's thle estimated income of tlhe farm entrepreneur from thle cultivat-tioi of tMie soil an(l the raisi Orlrharvesting, of any agricultural or
horticultural commodities, an(l thle raising of livestock, b(es, or
I)Oiltry. In other words', tlhe requisite gross income must b)e derivedd
fromt the operations of a stock, (airy, poultry, fruit, or truck farm, or
lllatation, ranlc, nursery, range, or orchard.
Subsection (b) of ncew section 60 autlhorizes tle CommI1lissiolel, WWit

the approval of tile Secretary, to prescribe suitable regulations for tlle)pplication with respect to short taxable years of s,(ection 58, 50, and
294 (a) (3), (4), and (5), ad(le(l to thle Internial Rcelvene Codle, by thlel
)ill. Tlhus, the rules alpf)icable to shotut txable years witlh respect
to thle declQattio and(l paymllent, of thle estimated tax, and a(d(litions
to the tax for failure to make Ia tillye (leclaratioll of estimatel tax,
timely payment of installments of (estitnat e(l tax, ol for substantialluderestimates of tax, ale to be estal)lishe(I( byiegulations.
Subsection (c) prescribes the special rlegoverning thle transition

to thle system of current )aynieiit of the incomlle tax onl income not
stll)ject to witholding at source. Thle sul)section p)roxri(es thle rule
a licabl)le witlh respect to the filing of the first(declaration required
under thlebill. In the case of a taxable, year whlichl is tlhe calendaryearn 1943, thlie declaration is tol)e filed onl or before September iS,
1943. In the ase of a taxable year whicli is at fiscal yearn beginning
after January 1, 1943,the(leclaiation slhall be filed oil suec (late as
tIhe, Conumissioner, with thle approval of the Secretary, may by
egullatiolls prescribe. Apart fronm the (late for filingthefirst declara-

tioll, all of tl c other rules Ji-escribed in thil)ill witli respect to(eclara'fl-tions generallyshall be applicable to suclh firstdeclarations . '1lme sub)-.
section makes itclear that thle payments which taxpayers arle required
to meake wvith respect to their 19412 tax slhall be applied todecreasee
iraitably the inistallmllents of estimated tax for taxal)le years beginning
ini 194:3.
A(lditi(os to tax.
Section (5) (b) of the S(enate bill adds to section 294 (a) of the, co(Ie

three new l-)agIraplJs numn)bere(d (3), (4), aind (5). Theise paragraphs
on1taill sancltions relatinlg to the filing of(leclarations antrd payment of
installments of estimnate(l tax anad to time prol)c1 estimate of tax.
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Paragraph (3) provides for an addition to the tax in the case of
failure to make and file a declaration of estimated tax within the time
specifically prescribed by this bill or within the time prescribed by the
Commissioner under the authority granted by the bill. Such addition
to the tax shall be in an amount equal to 10 percent of the tax. The
term "the tax" for the purpose of this provision means the tax im-
posed by chapter 1 of-the ce4de. The Senate bill eliminates from the
comparable provision of the House bill the minimum penalty of $10.

Paragraph (4) provides for an addition to the tax imposed by
chapter 1 of the code in the case of the failure to pay an installment
of the estimated tax within the time specifically prescribed in the bill
or within the time plrescribed by the Commissioner pursuant to
authority granted by the bill. Such addition to the tax shall be in the
amount of 2% percent of the tax imposed by chapter 1, but in no
event shall such addition be less than $2.50. In the case of husband
and wife who file a joint declaration of estimated tax for the taxable
year, and subsequently file separate returns for such year, the addi-
tion to the tax in the case of a failure to pay an installment of the
estimated tax within the time prescribed shall be 22' percent of the
tax imposed OI each spouse under chapter 1, but not less than $2.50
in the case of each spouse.
Paragraph (5) provides for an addition to the tax in the case of a

substantial un(lerestimate of tax. In view of the fact that the tax-
payer may revise his estimate of tax quarterly throughout the taxable
year, and as late as the 15th day of the last month of the taxable year,
the provision for an addition to the tax is a reasonable sanction to
insure the payment during the taxable year of a total amount of eSti-
mated tax closely approximating the actual liability for the year.
In the case of individuals other than farmers exercising the election
under section 60 (a), an addition to the tax imposed by chapter 1 is
provided in the event that the amount of the estimated tax (increased
by the, amounts of the credits for taxes withheld at source) is less
than 80 percent of the amount of the tax imposed by that chapter
(determined without regard to the credits for taxes withheld at source).
The} ParenthCtical expressions represent a change from the comparable
provision of the Houso bill, designed to obviate hardship in certain
cases. In the event of a failure to file any declaration where one is
due, the amount of the estimated tax for the purposes of this provision
will be zeIo. In the case of farmers exercising the election under
section 60 (a), the addition to the tax is applicable if the amount of
the estimated tax, increased as stated above, is less than 66% percent
of the amount of the tax imposed by chapter 1, determined as stated
above. rThe addition to the tax shall be an amount equal to 6 percent
of the difference between the amount of the estimated tax so increased,
and the tax imposed by clhap)tel 1 so determined; or the difference in
dollars, whlichover is the lessor. To illustrate: (1) Taxl)ayer A files a
declaration showing an estimated tax of $200, basedupon the excess
of an amount estimated as the amount of tax without regard to with-
holding credit, $800, over the amount which h10 estimates as the with-.
holding credit for tax withheld at source on wages, $600. His tax for
the year, deterinined without regard to the withholding credits, is
$1,200. The actual amount of tax withheld onl his wages is $700.
Eighty percent of his tax for the year (loterminedi without regard to
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the withholding credits, is $960. The amount of the estimated tax,
wvhich is $200 ($800 minus $600), increased by the amount of the
credit for tax withheld at source ($700) is $900. Accordingly, tax-
payer A is subject to the penalty. Applying the 6-percent rate, the
amount of the penalty is $18 (6 percent of $1,200 minus $900). The
penalty of the dollar amount of the excess is not applicable because
that excess is $300 ($1,200 minus $900). The 6-percent penalty is
the lesser, and therefore applicable.

(2) Taxpayer B files a declaration showing an estimated tax of
$200, based upon the excess of an amount estimated as the amount of
tax without regard to withholding credit, $800, over the amount
which he estimates as the withholding credit for tax withheld at source
on wages, $600. His tax for the year, determined without regard to
the withholding credits, is $950. The actitial amount of tax withheld
on his wages is $550. The amount of the estimated tax, which is
$200 ($800 minus $600), increased by the amount of the credit for
tax withheld at source ($550) is $750. Accordingly, since 80 percent
of $950 is $760, taxpayer B is subject to the penalty. Applying the
6-percent rate, the amount of the penalty is $12 (6 percent of $950
minus $750). The penalty of the dollar amount of the excess is
$10 ($760 minus $750). Since the dollar amount penalty is less than
the penalty at the 6-percent rate, the former is applicable.
Penalties.
Subsection (c) of section (5) of the Senate bill amends section 145 (a)

of the code. Section 145 (a) prescribes criminal penalties for the will-
ful failure to make and file returns, keep records, supply information,
or pay tax. By the amendment contained in section 5 (c) the same
penalties are made apl)licable to.the failure to make and file declara-
tions and pay the estimated tax.
Installments.

Section (5) (d) of the Senate bill terminates the privilege of install-
minet payments of tax in the case of all individuals subject to the
system of current collection of income taxes provided in the bill.
'P'lie bill contemplates that since the payments made during the taxable
year will be based upon the reasonably anticipated tax liability for
that year (which should closely approximate the actual tax liability
in view of the privilege granted to the taxpayer to revise his estimate),
there is no occasion for retaining the installment privilege. The
requirement, pursuant to section 56 (a), for payment on the 15th day
of the third month following the close of the taxable year of any excess
of the actual liability over the amount of estimated tax paid during
thie taxable year should not create a hardship in any case where a
reasonable and proper estimate is made during the taxable year.
D)espito the amendment made by subsection (cd), any payment of tax
or any payment of an installment of tax clue and payable before Sep-
tonm)er 1, 1943, shlall be madle in accordance with the requirements of
the present law. In other words, a taxJ)ayer on the calendar year
basis, who pays his 1942 tax liability in installments, must pay his
Miarclh 15, and June 15, 1943, installments of 1942 tax.
IEffective (late.
Subsection (e) of section 5 of the Senate bill provides that the

amendments ma(le by section 5 of the bill shall be, effective with
respect to taxable years beginning after December 31, 1942. Thus,
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the system for current paymelit of ildiVi(lual incllole tax not Withheld
at source applies only to taxable years beginning onl or after January
1, 1943.
CONFERENCE AMENDMENT.
The conference ainendment extended the system of current pay-

ment of tax not withheld at source to those nonresident aliens with
respect to whose, wages withholding at source, is ma(eo applicable.
Thus, generally speaking, thel current tax payment system will apply
to certain nonresident alien in(lividluals who are residents of a con-
tiguous country and who enter and leave tie United States at fre-
quent intervals. Such aliens, with respect to wages received for
services performed in this country, are subject to tax in the same
manner and to tile, saule extent as citizens of the United States.
Since they will be subject to, withholding on suchl wages, failure to
include them within the current tax payment system would cause
a considerable doubling up ill the payment of their taxes. The
necessary change to effect the inclusion of these aliens is contained
in the opening sentence of section 58 (a). For the pUI'poses of the
contents of the declaration, such aliens shall estimate, thle amounts of
all of the credits allowable with respect to taxes withheld under
section 143 and withheld onl wages.
Paragraph (3) of section. 58 (a) uncler the, conference amendment is

a new provision which extendsccl the scope of the declaration require.-
ment in order to cover a situations arising from the operation of section
6 (b). Under this provision a declaration of esLimated tax for the
taxable year beginning in 1943 is required fromt anll individual who was
required to make at return for thel taxablel year beginning ill 194'2,
and whose gross income from1 wageS for such 1942 taxable year exceeds
time gr-oss income which canll reasonliy be expected( to be received
from wages for tle, 1943 taxab.lhe year, This provision is (l'signedl to
require an individual to file at declaration. and pay as a, part of estimated
tax the amount of tle excess of his 19'12 tax liability over1 his 1943 tax
liability (by reason of section 6 (b) (1)), in the clase where such1 in-
livi(Iual wolmld Ottherwise not) be requmil(d to file a declaration for thle
taxable year 1943.

Section 58 (b) (1) hans been? changed by striking the refer'ence1 in the
Senate lill to "' the amount of tax un(Ier, sections II atnd 12, or 4100, as
the case mifay be, and section 4(50', andl inserting in. lieu thereof:
''the amount of tax unadler this chrl)ter''. This is at clarifying amend-
men11t.

Section 5 (d), which amends section 56 (b) of the code, lhas been
changed to remove thle installment privilee in teacase of thle non-
residlent alien individuals to whom1 witlho ing under subchiapter D
of (capter 9 is mladle apl)lical)le. Tllis provision is 1rCetuireC(l 1)y reason
of the inclusion of su11ch individuaIIlls ill ti1e Curren11t tax p)ayllleIlt systolm.
A new subsection (a) hlaSl,been added to section 5 of the lbill. This

subsecLion amenlidissections 217 (a) and 218 (a) of the code to provide,
in effect, that nonresident alien inldIivi(luals to whomn withholding
U1(le'r sul)ehap)ter D) of chapter 9 is inade applicable shall file returns
an(l 1ay)3 tax at thle timle lprovided ini the casen. of citizens and residents
of the UJnite(d States, The., puripose of this provision is to coordlintto
thle return anld payment, dilte of su('h individuals Nvith thle (late appli-
cable to others to whiom the current tax I)payInCIt systCem1 fappliC8.
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Subspction (f) of the conference amendment (corresponding to
subsection (e) of the3 Senate bill) contains a change which precludes
the application of section 294 (a) (5) in the case of taxpayers who are
not required to make a declaration of estimated tax for a taxable
year beginning in 1943.

RELIEF FRlOM DOUBL1IE PAYMi1ENT8 IN 1943

DESCRIPTION OF HOUSE AND SENATE BILLS.
Section 6 of the Senate bill contains provisions relating to the prob-

lem of transition to the system of current collection of tax liabilities.
This section diclfers materially from the corresponding section of the
House bill. This difference is occasioned by the fact that under the
House bill the system of current, collection of tax liabilities 18 applied
only to normal tax, surtax at the first bracke-t rate and the net Vic-
tory tax, the balance of tax liability for any taxable year being col-
lected in the year following the receipt of the income as under exist-
ing law. Under thie I-louse bill, the transition problem was met by
the discharge of the liability for tax for the taxable year beginning
in 1942 only to the extent of the normal tax plus a percentage of the
surtax net income at thle first bracket rate. Thus, thle amount dis-
charged corresponded approximately to the amount to be collected
currently in cases in which the income for the 2 years is approximately
the sane,.
The Senate bill calls for the collection currently of the entire tax

liability. Section 6 of the Senate bill meets thle problem of transi-
tion by (lischarging the entire liability for the taxable year comnmnenc-
inlg in 1942. Under subsection (at) of section () tiis (liseharge is maldo
app)lical)le as of September 1, 1943, to all persons to whom the system
of current collection of tax liabilities al)llies, with the excel)tion of
anlly case llwhich thel taxpayer is convicted of any criminal oIrense
with respect to thei tax for thie tax-able year 1942 or in whiell hdcldi-
tiongs to the tax for su1chl taxable year are applicable by reasons of
fraud. It is also provided thlat, interest and additionsI to tellt tax for
the taxl)blo year 1942 slhtll be collected as afpar't of tile tax for the
ttaxable year 1943.

Ill order, however, to )revenlt certain windfalls as a result of tbe
(iscliarge, sul)sections (b) and (c) of section (5 of the Senate bill J)ro-
vide for an increase of thie. 1943 tax liability in certain situations.
TIhllo net efiect of thllse increases, Vhlich is no'(e fully exp)lainedl below,
is to re(luce the anmount of tile relief fromt 1942 tax liability, but for
administrative reasons the entire 1942 tax liability is dischargedl and
thl re(lection is couched ill telrlms of aln increase ill the 1943 liability
which would otherwise 1)e (lue. 'PIhIere are no coilpairablerl)OViSions
ill the0 11ousC lbill.

Subsection (b) of section 6 of the Senate bill provides a special
rule applicable in cases in whichl the 1942 tax would( lhave 1)een greater
thln11 thie, 1943 tax. In such ia ease ani amount eCual to the (;excess of
tile 1942 tax over thle 1943 tax (ill 1)otl instances (Idotelinedl without
regard to interest, additions to thfe tax, andl credits for amounts wvith-
held at source) is adidedI to thle 1943 tax liability. For example, a
taxpayer who is marrie(l but hirs no (de)pendents 511(1a Yho had nlet
income for the taxable year 1942 of $10,000 and would, therefore, be
liable for a tax in tlhp, amount of $2,152 for tho year 1942 but for the

r, j
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provisions of subsection (a) of section 6, is nevertheless liable for that
minimum amount of tax for the year 1943, even though his net income
for 1943 wore to drop to a figure which woul(l produce a tax liability
less than. $2,152. If, for example, 1)is net income for the year 1943
were only $2,000, producing a tax liability of approximately $180, he
would have added to his liability for 1943 the difference between
$2,152 and $180, or $1,972. A special exception to this rule makes
such an. increase of the 1943 tax liability inapplicebtle with respect to
persons entering upon active service with the armed forces in 1942 or
1943 to the extent that the excess of the 1942 tax over the 1943 tax is
attributable to earned net income as defined in section 25 (a) (4) of the
Internal Revenue Code. T1he determination of the portion of the
excess of 1942 tax over 1943 tax which is attributable to earned net
income is to be determined under regulations prescribed by the
Commissioner with the approval of the Secretary.
The increase in the tax liability for 1943 which is effected by sub

section (b) of section 6 of the Senate bill is considered to be a part of thb
1943 tax which is to be paid currently during the taxable year. TPhere-
fore,0o the occasion of the taxpayer's filing hisdeclaration of estimated
tax for 1943 on September 15, in the case of a taxpayer on a calendar
year, the tax liability for the taxable year 1943 as estimated by the
tax)payer will include any increase resulting from the operation of sub-
section (b) of this section. Thu'ls, in the case of a calendar year tax-
payer (other thani a taxpayer who entered the armed forces in 1942
or 1943) who elected to pay his 1942 tax in installncints, the September
an(l December installmients of estimated tax can never be less than
one-fourth of the 1942 tax less whatever amount is estimated to be
withheldfat source.

Subsection (c) of section 6 of the Senate bill contains two additional
situations in whicel thle 1943 tax liability is increased ats a result of,
in effect, re(ulcing thle amount of the 1942 tax liability (hischargedl.
Ill both of the situations covered n(lCer subsection (c), however, the
resulting increase ini the 1943 tax is considered( not to l)e at )alrt of
tile 1943 estimated tax which ni to b)e paid currently during thle
taxable year. Such increase, therefore, is required to bel)aid fat the
tine prescribe(l for the(lpaylnelt of the, tax for the 1943. year. Sub1,-
section (d) of this section, which will beC subsequently discussed,
provides for a manner in which this increasemay be paid over atperio(I of 4 years. In effect, in ealch of th(e situations covered tinderl
subsection (c) the p)rincip)le involved( is the same, namly thle reduction
in theaonlr11t of relief from tax liability for 1942 or 194'3,V whichever
year is thle measureI of relief, froin at full year's relief to a lower amIl1ount,
in cases where thle taxpayer's income has Srisen substantiallyWhen'
comp)aredl with tleincomeI of at previous perio(l. 'Phis lower aollOulnt
of tax relief is obtained bycoml)utiiigat tentative tax forth1e year
otherwise serving as the measures for relief, ase(l oln the, amount of
thlelsurtax net income, of the base yearp1)1u1 $1(1,000. As in subsection
(b) the tax for the year 1942 is techinically discharged and the excess
of tax liability overI the relief so coIllplutel is addled as an increase( of
1943 tax. 'the subsection providesthatt the increase in tax will l)e
(leterlnille( under regulations of the Commissioner. It is contemlnl)lai-
ted that such i regulations will prescribe thedetailss relating to tho
coml)arisonls of the years involved, the computation' q)f the tentative
tax on which suchIncrease is based, the method' oi ('.etermflining the
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composition of the income on which the tentative tax is computed,
and other matters involved.
ho first situation coveredb y the Senate bill in subsection (c) of

section 6 is one in which the tax for the taxable year 1942 determinedd
without regard to interest and additions to the tax and, credits for
amounts withheld at source); is less than that for the taxable year
1943 (similarly determined) and where the surtax net income of the
taxpayer for any one of the taxableyearq 1938, 1939, or 1940, which-
everm ay be selected by him (hereafter referred to as the base year),
l)us $10,000 is less than the surtaxnet-incorm e of the taxpayer for the

taxable year 1942. In such a case relief from the liability for the
taxable year 1942 is limited -o an amount equal to a tentative tax

comnputted as if theportioli of the surtaxnet income for the taxable
year which is not greater than thesulm of the surtax net income for
the.1)ase, year)l1s $10,000constitutcd both the surtax netincome for
the taxable year 1942 and the net income for such taxableyear after
allowance of all credits against net income. The effect of thispl rovi-
sion is to limitthel discharge of the 1942 liability to all amount of tax
computedoIn an amount of surtax net income an(l net income equiva-
lent to that of the base year plus $10,000 coml)ute(l at the 1942 rate
ratherthlan oln the incoine for 1942. The amount of income on which
tle tentative tax iscomlluted iscomflJ)oSud of the same type of income
as the income of the 1942 taxableyeair. Thus if the 1942 income
consisted entirely of capital gainstic tentative tax would be com-
p1uted as a tax on capital gains. Thel excess of the 1942 tax over the
tentative tax computed in this atnntier is discharged and the amount,
of suchOXCOSs is added as part of the 1943 tax liability.

Aln example will illustrate the application of this provision. Trax-
I)alyer A had a surtax net income of $5,000 for his base year. In 1942

lho had a tax lial)ility of $13,002. For 1943 his tax without regard to
tlis section amounted to $14,000. His- surtax net income for 1942
was- $30,000 an(l was compl0o0d entirely of(livi(en(ls ai)(l interest.
By taking 0he aouilint of his surtax net, incomlle for his base yearof
$5,000 andl adding to it the s111u1 of $10,000, a tentative tax for 1942 for
income thus coiistituted wVOulkl be1 $4,680. '111ls, the amlluonit I)y
wNhich1 the tax for 1943 is increased is the(difierelice 1)etween $13,002
Ui(1 $4,680or $8,322.

'hlleSecondI situation covere(l inSul)section (C) is one ill which the
tax for the taxable, year 1942 determinedd without regardi to interest,
additions to the tax afnd cre(lits for amounts withheld at sourceO), is
eq(Illnl to or greater than the tax for 1943 (similarly determined) and the

siurtax net inconie, of the taxpayer for the b)ase year plus $10,000 is less
thlan thle surtax net incomes folr the taxable year 1943. Where the tax
for 1942 exceeds the tax for 1943, sub)section (b) initially operates to
iien'CRase the 1943 tax by the amount of thil' excess. ll such ai case the
relief from liability for the taxable year 1942 is further limited by
SlII)section (c) to anl amount0 equal to a, tentative tax conll)uted as if the
portion of the surtax net income for then 1943 taxal)le year which is not

greater than the sullm of the surtax net incoimc for the 1)ase year plus
$110,000, constituted both the surtax Ilet income lor the taxable year
1943 andee the( net income for such taxable year after allowance of all
clc(lits against net income. Aln additional factor is present when
reference is had to 1943 as the year for ineasuring the relief owing to
the fact that Victory tax is applicable to this year. It is necessary,
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therefore, in arriving at the tentative tax to compute a tentative
Victory tax based on an amount dleterminled by a ratio based upon

relationshiips with respect to the types of 194.3 incomes.Thlss the
computation in this situation is similar to the computation madeiin
the first situation covered, but the comparison 1)etweon the surtax net
income of the taxable years and theexcess amount of tax over the
tentative tax is based on the surtaxnet income of the 1943 year aiid
the computation takes its particular form from the manner in which
the income for 1943 is constituted. In this subsection it is also
provided that in the event that there is included in the taxable year
used as the measure of relief, income which, under section 107 ofthle
Internal Revenue Code, is attributed to the base year selected by the
taxpayer, such income, shall be excluded in computing the surtax net
income ofthle relief year and shall beinclu(led in computing the surtax
net income for the base year.

Subsection (d) of section 6 of the Senate bill provides that at the
election of the taxpayer made under regulattions prescribed by the
Commissioner withthle approval of the Secretary, the, time for the
payment of the portion of the tax for 1943 equal to the increase
occasioned by the application of subsection (c) slhall be extended.
If so extended such portion of the tax shall be paid in four equal in-

stallmnents, the first of which shall bepaid on the fifteenth(day of the
fifteenth month following thle close of the taxable year and one ofthle
remaining three installments shall be paid onthel last (lay of each
succeeding 12-inionth perio(l. It isprov aided that the Commissioner
may conditions this extension upon thie furnishing of a bond notex-
cee(ling the anmounit of such increased with suich surety or sureties as

hle may(leem necessary. If the time( is extendledi for payment of this
portion of the tax, it isplrovid(d further in this subsection that there
shapll 1)e collected ar, a part of thle tax, interest in thle almouint of 4 per-
cent J)C annualonl eaclh such installment from thedate prescribed for
the payment of tlle tax for thle taxable year until the(late on whlich
futich istallmlelent is l)aid orplayale whicheverl is the earlier. Ifainy
installmlienllt isnotpai(donol r beforee the (ltlte on. which it, is payable,
it and thle remaining installments slhall b)0 paid l)oll lotice anl( (l(e-
mand from the collector an(l interest, at tle rate of 6 I)erCentl)elianum
is to 1)e collected from thepaya1)le dateo until the(late ofl)paymnent.

Sl)lsection (e) of the Senate bill providess)pcial rules for the appli-
cation of subsections (b) and (c) aind requires that in computin(g thle tax
for the taxable year 1943, th(e cre(lit for foreign tax shall 1)0 determiine(l
without regar(I to any increase ini the 1943 tax by reason of subsections
(b) a1(1 (C). It furthller provides that in applying sections 105, 106,
nin(l 107 of thew Internfal Revenue Codo relatingg to lilnitantionis o
tax) anly increalsei ill the tax occasioned by subsections (b) and (c)
shall likewise be (lisregar(edl 'Thlis sli)sectiOn also contains a pro-
vision for theo coli)ptation of the increase in tax under either sill)-
section (1)) or (c) where a joilit iretiilry is mllade b)y a taXl)ayer to wilo
either one of tilhe sub)sectiois al)ply. The' rul'le is stated thiat tile talxS
of thle spouses of thle taxal)le year for which a joint return is not imade
shall be aggregate(l for the(3 pl'l)OSCS of sul)sections (I)) anld (C), ald,
in a(I(Iition, provides that if thle taxal)le year for which a joint l'etl'rl
is not mna(le is thle taxable year 1943, the, liability for the increase inl
the tax under subsections (b) and (c) slhall be, joint an(l several.
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In the Senate bill subsection (f) of section 6 provides that subsection

(a) bhAtU not, apply to an individual who died during the taxable year
1942. Thus, no amount of the tax liability of such a person is
discharged.

Subsection (g) of section 6 of the Sonate bill provides for the treat-
mont of payments made on account of the 1942 tax. Any payment
(other than interest and additions to the tax) made on account of the
tax imposed by chapter I of the Internal Revenuo Code for theo taxable
year 1942 upon a taxpayer whose liability is discharged under sub-
section (a) is considered as payment on account of tl).e estimated tax
for 1943. Where any payment of such tax is made pursuant to an
extension of time granted by the Commissioner prior to September 1,
1943, such payment is likewise treated as a payment of estimated tax
for 1943 and is required to be paid despite thle fact that the provisions
(lischarging the tax liability are effective as of September 1, 1943.
If the ttaxpayer should become defilinqueit prior to September 1 in the
n)ayment of his tax or any installment, the fact that the liability for
1942 tax is discharged its of that date is specifically provi(le(l as not
relieving the taxpayer of his liability for the tax. Such payment,
however, is to be treated as a timely l)ayment would 1)e, namely, as a
payment on account of estimated tax liability for 1943. The effect
of this )subsection is to require ttaxpayers who have elected to pay inI
installments to continue uildimirnislle(l their payments oln account of
1942 tax liability for all installments which would be due before
September 1, 1943. InI the event of anl extension of time or of dolin-
qunency occurring before Seltomnber, the legal conIsequenlle( resulting
a1re1 no different from what they would 1)0 un(ler oxistig Ilaw anld Only
after the playmnents for which time hans b)een extended O0 which have
b)(come delincquent have been patid, (lo such payiiwnts take the char-
acter of payments on account of estimated tax for 1943. T1his sub-
section further contains the rule thiat if ainy payment onl account, qf the
tax for 1942 is man(e pursuant to a joint irOturll, the paynlent may he
treated as a l)ayment ol account of thoe estinatte( tax of either thle
lhusbalnd or the wife orImay be (livi(lc(l b)etwenl them11.

Subsectioln (1) of section 6 of the Senate bill contains the dlefinition
of thle term "taxable yeal" when used in reference to the years 1938,
1939, 1940, 1942, or 1943 ill the section. It provides that the, term
menls the taxa ble year beginning in such enumnelratU(I yearn. When luse(l
ill conjunction with 1942 or 19413 it does not mean ytllaxable yeal of
less thanl 12 Months, unless such short yearo is occasioned( by the death
of the taxpayer or unless there is no taxable year of 12. months begill..
ning in the calendar year. Thus there will be no relief from tax
liability with respect to the short taxable, yeao 1942 where it taxpayer
effects at change from a calendiar to a fiscal-year l)asis but the 12-montl
fiscal year beginning in 1,942 will be the year for which tax is
lisclhage(d.
CONFE1REN CE AMENDMENT.
The conference nlneo(lmdenlt retainis Withl1 tile following chlinges t1h

provisions of the Senate bill with respect to relief flolm (ldlouble p'ay-
neonts inl 1,943:

Ill place of the 100 percent (liscbarge of tax liability for mo10est Lax-
payers, the committee of conference adopted the policy of 75 percent
discharge of suchle liabilities Where thel total liability is ifl excess of $50.



64 CURRENr TAX PAYMEfIW ACT OF 1043

As in the Senate bill, even though the effect be to discharge only 75
percent of the taX liability of the lower of 1942 or 1943, for adminis-
trative reasons the entire 1942 tax liability is (lischarged and the 1943
tax liability is incrcasel by the 25 percent of tax with respect to which
no relief is granted. Thus, in the case of taxpayers whose tax for 1942
is not greater than that for 1943, section 6 (a) of the bill, as agreed to
in conference, provides that the 1942 tax shall be completely dis-
charged but that the 1943 tax shall be increased by an amount ectial
to 25 percent of such tax for 1942. Where, however, the tax liability
of the, individual for 1942 is $50 or less, the entire amount of the tax
is discharged and the 1943 liability is not increas(l. In order to pre-
vent inequity to persons whose tax liability only slightly exceeds $50,
it is further provided that the tax for 1943 shall be increased by 25
percent of the amount of the tax or the excess of the tax liability over
$50, whichever is the lesser.
The conference amendment brings into the system of current col-

lection of income tax, by imposing the requirement for filing declara-
tions, etc., those nonresident aliens who are residents of contiguous
countries and who enter and leave this country at frequent intervals
by reason of being employed in this country. Such individuals are
subject to withholding provisions applicable to citizens on their wages
earned in this country (except where tl withlolding is specifically made
inapplicable by regulations), and such inldividuals file returns under
existing law in the same manner as citizens. In order, therefore, that
these individuals should not be required to double up in their pay-
menlts of tax to this country, they are included in the provisions of
sectioll 6 of'tlhe bill, discharging tax liability for the taxable year 1942.
Since the fixed income from investments of such l)e1sons is Nvithllel(l
on at the source currently under existing law, the dischharge of tax
liability applicable to luch persons as in tho cases of all other persons
is measured in the terms of tax imposed ulIder chapter 1, which means,
as it (loes throulghout the law (utiless specifically stntc(I otherwVise),
the net tax lial)ipity after credits against thle tax.
As in the, Senate bill, sulbsection (b)) of section 6 j)rovi(les tllat the

amount of tax liability in effect dlisacarge(l shall bo inemsulred lby the
1943 tax liability in cases in which thlat liability is less than the 1942
tax liability. As in thel Senate bill, in this case the 19942 tax liability
is technically discharged andlany excess of the 1942 over the 1943 tax
liability is added to the 1943 tax liability. In such a case the a(ldi-
tional 25 l)ercent of tax or excess of tax liability over $50, whicheverC
is the lesser, whlich is adled to the 1.943 tax, is colpl)iteld Ol thel lesser
famnoutnt of tax liability, namely that for 1943. For exalfllle, under the
conference amen(lment a )erson whose(3 tax for 1942 was $1,000, aind for
1943 was $800, would he liable for a 1943 tax in the amnount of $1,200
($800 l)l11s $200 1)111s 25 percent of $800), and his 1942 tax wVould l.)e
discharged.
The comparison to determined whether the 1942 or the 1943 tafx

liability is the greater is mace, oln the bnsis of tax liability before the
al)plication of credits against the tax for amounts withheld at source.
Where the 1942 tax liability is not greater than that for 1943, the 25-
percent increase is determined( on the basis of the, tax imposed (i. C.,
net tax liability after credits) for 1942. For the pllplOses of determin-
ing the amount of the increase in the 1943 tax liability where the 1,942
tax liability is greater, the tax imposed (i. e., net tax liability after
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credits) for 1942 is used with respect to the year 1942 and the tax
iniposedl plus the credits for tax withheld at source under sections
466 (e) and 35 of the code is used with respect to the year 1943. The
difference in the two taxes so detorminied is the increase to be added.
For the purpose of determining the amount of the 25-percent increase
in the 1943 tax in such a case, the tax imposed for 1943 plus the credits
for tax withheld at source under sections 466 (e) and 3.5 are used.
The conference amendment recognizes that, in the case of a non-

resident alien or a persoii holding substantial anlounts of tax-free
covenant bonds, there might be a situation whero anll individual's tax
before credits for tax withheld at source for 1942 would exceed his tax
for 1943 similarly determined, but the tax imposed for 1.942 would be
less than his tax imposed for 1943 plus celedits for withheld tax on
wages under sections 35 and 466 (c), so that there would be no excess
of 1942 tax liability over 1943 tax liability. In1 such a case the confer-
ence amendmentlimits the 25-percent increase in the 1943 tax to 25
1)elICent of the net tax for 1942, or the excess of such tax over $50,
whiichever is the lessor. This limitation is necessary to achieve the
result that the measure of (lischarge of tax liability shall be the tax
liaI)ility of the year in which the lesser tax is imposed.

Thre conference amendment makes some changes in the treatment of
cases of increased incomes found in subsection (c) of section 6 of both
the Senate bill and the bill as agreed to in conference. The taxable
year 1937 is added to the years from which thme taxpayer may select
his base year. In addition, it is provided that $20,000, instead of
$10,000, is to l)e a(lcled to the surtax net income of the base year in
computing the tentative tax which is the limit of dischargee of tax
liability. If the tentative tax so computed is less than 75 percent of
the tax liability for the year which is the measures of relief, the excess
of such 75 present of tax liability' over the amount of tentative tax is

ad(e an ad(litionfal increase in the 1943 tax.
By reason of a technical rearrangement, special rules for the appli-

C1tmoiI of Ole provisions relatilnf to (liseharge of tax liability are, to b)e
founiid insubsection (d) of section 6 of the bill as agreedl to ill conlfer-
ellee rather tlhnll in sul)section (c) of that section as ill the Senate bill.
'Tlhese rules ill addition to the l)oints (liselsse(l hereafter, relate to
(1) the, application to the taxable year 1943 of tle foreign tax credit
(1)t". (3)); (2) the application to the taxable year 1943 of the limita-
tiolls on tax rate effected bly sections 105, 106, and 107 of the codle
(par. (3)); and (3) tlhe rule to be followecl in the case where joint- aind
Sel)ar11ate returln'l alre mladle l)y a husband andwNlife for the, taxable
tears 1942 aind 1943 respectively, or vice versa (par, (2)).
.

In addition, as a further techlilical rearranlgemenlelt, there is included
iii paragraph (1) of subsection (1) the rule found in subsection (b) of
section 6 of the Senate bill excepting from the increase iln the 1943 tax
die excess of the 1942 tax over the 1943 tax to the extent attributable
to earned net income in the. case of persons wvho were members of the
anii'e(l forces (luring 1942 or 1943. In the Senate bill this exception
w^as applicable to a member of the military or naval forces of the
United States. The conference amendment inakes this exception
al)h~icable also to a member of the armed forces of any of the United
Nations. Instead of the use of thel plirase "attriblutablc to earned
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Inet illcome" ill the Senate bill, the conference amendment excepts
from the increaso-
an amount equal to the amount by which the tax for taxable year is increased by
reason of the inclusion in the, net income for the taxable year 1942 of the amnomnt
of the earned net income.
This change is designed to make certain that the earned net income il
this rCSI)Cct is to be taken out of the upper tax brackets.
The Conference ainendmlIent, likewise incorporates, as paragraph (7)

of subsection (d) of section 6, subsection (f) of section (6) of the
Senate bill providing no discharge of tax liability in case of persons
who (lied in 1942. There is also incorporated, as paragrah)h (4), the
provision in subsection (e) of section (6) of the Senate bill relating to
the treatment of section 107 income in cases to which subsection (c)
is applicable

Trlp conference amendment adds to subsection (d) of section (6), as
paragraph (5), an additional rule for tho application of subsection (c).
This rule provides that, if during the base year of an individual,
such individual was a shareholder in a corporation and if substantially
all of the assets of the corporation were acquired by such individual
or a partnershiip of which he is a member pursuant to complete liqui-
dlation of the corporation at any time prior to May 1, 1943, and if at
all times after the liquidation up to and including whichever of the
two taxable years, 1942 or 1943, is th.e measure of discharge of tlhe
taxpayer's liability, the trade or business of the corporation wns
carried onl by the individual or partnership, the individual tmay
compute his sulrtatx net income of the( base year as if the ea£rnilngs al(I
profits of the corporation for taxable year ending with or within the
base year had all been distributed as dividends- at the end of suchl
taxable year. The in(lividual's (listril)utive share of these hypeo-
thetical JividenAds is limited to hlis prlOportionate sharee in the l)artuler.
ship (lulirig the taxal)le year usedi as the ineasure of his discharge of
tax liability if such interest, is p)roportionatly less thal1uiihs interest
in thlo corporation.

SubseCtiOn (d) of section 6, in paragraph (6), provides that the 25
percent, increase in 1943 tax required under subsectiois (a) or (b) (2),
or the additioInal increase under subsection (c), shall not be conisidel'e'd1
to 1)e a npart of thle tax for tle taxable year 1943 for the purposes of
the estiuatedi tax provisions. Tth SOtese increaSe Would for the
first time 1be reflected in thlie annual returns filed ill 1944. A similar
provision was ilicorporatedi in subsectioni (c) of Section 6 of tle Senlato
bill With lr--3'8ect to the1 s11sMCtiOnl (C) inCrease0
The conference aiendinlent incorlporates in p)aragriaph (2) of sill)-

section (e) of section 6 the rlei'3 With respect to grafltiil g extenlsionl of
time for tle payment of tany increase in 1943 tax result g from the
application of subsection (c). Thle substance of this l)rovision is thre
same as that found in the S'enate bill inl sulbsection (1) of this section.
Paragraphi (1) of sublsection (e) under the conference amendment coln-
tains provisions foir thie extension of time for payment of the 25-per'enilt
increase resulting from thel application of sui)sections (a) and (b) (2),
This paragraplh provides that, at the election of the taxpayer, the
Commissioner shall extend the time for payment of the portion of thle
tax for the taxable year 1943 equal to one-hlalf of the amount of tho
25-percent increase under sulbscction (a) or (b) (2). The time for pay-
mnoat of this one-half is extended to the Is5th dlay of the fifteenth month
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following the close of the taxable year. As in the case of the increase
undor ubsection (c), the Commissioner may condition the extension
upon the furnishing by the taxpayer of a bond rIot exceeding the
amouiint with respect to which the extension applies, with such surety
or sureties as hie may dleem necessary, conditionedI upon the payment
of the amount in accordance with the ternis of the extension. If the
amount is niot paid oIl or before the (late on which it is payable as a
result of the extension, it is to be paid oIn notice and demand from thle
collector; and if niot paid otl the payable date, interest at the rate of
6 percent per ainnum is to be collected as a part of the tax on the
amount for which the extension was granted for the period beginning
with the date on which this amount is payable aild ending on the
(late on which it is paid.
By reason of the technical rearrangemenb, thle conference amend-

mllent includes, with minor technical changes, in sul)section (f) of sec-
tion 6 the substance of the provisions found in subsection (g) of
section 6 of the Senate bill. This subsection relates to thle treatment
of payments on account of the 1942 tax.
Under the conference amendment subsection (g) incorporates the

provisions of subsection (II) of section 6 of the Senate bill.
The conference amendment adds a new subsection (h) providing

that the entire section 6i shall be applied in accordance with regulations
pr'eSCribed by the Comnmnissioner with the approval of the Secretary.

ADDITIONAL ALLOWANCE FOR MILITARY AND NAVAL PERSONNEL

D)ESCRIPTION OF TH]E HOUSE AND SENATE' BILLS.
Section 22 (b) (13) of the colde makes provision for an exclusion

fromIl gross income in the case of personrliel below the grade of com-
inissioned officer in the military ancl naval forces of the Uinited States.
'l'lPe amount to be excluded under this provision is not to exceed $250
in the case of a single, person indi $300 in thee case of a married person
Or hleadi of a family an(l applies only to salary or compensation received
for active service in the armed forces (aluing the l)rceslet war.
The I-House bill would aiendl section 22 (b) (13) of the code to effect

nw exclus'ion from gros,.3 income in the case of military and naval per-
soinel, without (listinction as to alnk, with resl)ect to thle comipensat-
tionl received (luring anlly taxal)le year andbefore tihe termination of
the present war as proclaimed by the P'resi(lenlt for active service (luring
stich war. The amount to be so excluded Nvoil(l nIot exceed the excess
of $3,500' over the l)epsonal exemption olaimned under section 25 (b)
of thle code.

Trhe Senate bill nmends section 22 (b) (13) to provide for a flat
exclusion of $1,500 from gross income in the criso of all military and
naval personnel, without distinction as to rank, with respect to such
compensattion. The famount of such exclusion is not to 1)e reduced
iiy the personal exemption claimed under section 25 (b) of thlo code.

Thoe amend(lment would apply only with respect to taxable years
beginning after December 31, 1942, and not, nas under the I-louso bill,
with respect to all compensation received after December 31., 1941,
by a member of tihe military or naval forces of the United States for
active service in such forces.
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CONFERENCE AMENDMENT.
The conference amlend(lment adoI)ts the provisions of the Senate bill,

but extends the application of those provisions to a member of the
military or naval forces of any of the other United Nations. Tirm
provision will therefore cover such individuals als well as meinbors of
the military or naval forces of the United States.
ABATEMENM T OF TAX FOIR MEMBERS OF A10IIMNI) FORCEIS UPON DEATH

DESCRIPTION OF THi .IIOUSE AND SENATE BILLS.
Under the I-House bill supplement U is added to chapter 1 of the code

to relieve a member of the military or naval forces of thle United States
who dies on or. after December 7, 1941, in active service froin the
liability for the tax imposed by chapter 1 for thle taxable year ill
which falls the (late of his death. In addition thiereto, thle sup-
plemnent provides that any tax imposed un(ler chapter 1 or under
the corresponding title of any prior revenue act (including interest
andi ad(itions to the tax) which is unpaid as of the date of death slhall
not be assessed. If aniy such tax, interest, or additions to the tax
have been assesse(l and are lml)ai(l at the (late of death, such assess-
meont or assessments shall be abated. If the amount of any such
lial)ility which was unpaid as of thle (late of (leath is collected sub)Se-
quent to such (late, the amount, so collected shall be cre(litc(l or re-
funded as an overl)aylnelt.

TIle Senate bill 'revised thel House version of this new Sllpplemlenlt
to limit the relief granted therein to that portion of tile income,
talxeS WvhiCl is atttil'ultable to earned net income, as define(l inl section
25 (a) (4) of thiet (code. In a(ldition, the taxes in reCspect to which suchl
relief is granted are limite(l, in general, to those lwhich wvouldl havo be-
COIfO (1d10 an(l payable after the (late Mien such indivi(lual entere(l

0ll11 active services inI such forces Or thle effective (late of the Selective
Service Act (SeptemInber 1), 1 9'l0) wilhichever (late is the later, assu.milng
thatt, such member paid, or would have paid, his taxes ill quarterly
installments to tlhe extent provi(led for ill thle codle.. If thle liability
for the portion of suclh taxes whiich is attributable to earnedno t
income, is olutstanlding at thle, (late of (leatt, the liability shalll be
abated. If suc'hl portion of thle taxes h1as b)eoll pai(d at atnly tilmle, tle
amollult I)ai(l '31ll 1)03(bc(rited orr01 funl(ld asannl Overp)ayImnlt.
To eflectluate this policy, the Senate bill classifies ich(l(eceaseC(

me-mbers of thle armed forces into thllro groups aecor(ding to the
year in whiich they entered 111)0o1 active (luty in such forces, ad(l
states with resp)cct to oeacllh group those taxes (or- thle portions thereof)
of whlichl theo 1meombelrS of thle glollup are to be relieved. This classifica-
tion was made necessary by reason of the transition ill the year 19,43
to a current tax basis.
The first category applies to those who entered u1po) struch service

before the commencement of the taxable year beginning in 1943.
Tho taxes to be abated, credited, ors refunded to Inleml)ers in this
group ar(e: (1) thle tax attributable to earned net income for the tax-
able year in which falls theldate on which hoe entered upon) SticI) serv-
ice or September 16, 1940, whichever (late is thle later; (2) thle tax
attril)lbtal)le to earned net income for all subsequent taxable years
while lhe was in su1ch1 service; and (3) for tlle taxable year last preced-
ing thle (late Onl which hie entered ulpoll sulch service or September 16,

68



CURRENT TAX PAYMENT ACT OF 1043 69

1940, whlichever date is the later, that portion of the tax for such pro-
ceding year attributable to earned net income which bears the same
ratio to the entire tax so attributable as the number of quarters in the
taxable year referred to in (1) subsequent to the date on which he
entered upon such service or Scptember 16, 1940, whichever date is
the later, bears to four. Thus, for example, if the individual (on a
calendar-year basis) enters the service on July 1, 1942, he would be
exempt from the tax attributable to his earned net income for the
year 1942, for all subsequent years in the service, and for one-half of
the tax so attributable for the calendar year 1941. If hle entered
the service on July 1, 1940, he would be exempt from such tax for
1940 and subsequent years in service and for one-fourth of sulch tax
for 1939.
The second category consists of those members of the armed forces

who entered upon such service in the taxable year beginning in 1943.
The taxes to be. abated, credited, or refunded in respect of this class
are: (1) that portion of the tax for the taxable year beginning in 1943
(not including the increase in such tax prescribed by the windfall
provision contained in section 6 (c) of the Senate bill), which bears
thle same ratio to the total tax (not including such increase) as the
number of quarters in such taxable year subsequent to the (late on
which he entered upon such service bears to four, to the extent such
plortioIl is attributable to earned net income; anld (2) the tax attribut-
al)le to earned net income for all subsequent taxable years during
which lhe was in such service.
The third category is ma(le up of those members who entered upon

stutch service after the end of the, taxable year beginning in 1943.
'Phe taxes to be abated, credited, or refunded in respect of this group
are all the taxes which are attributable to earned net income for the
taxable years during which they were in such service but not including
tho taxable year during which they entered upon such service.

In computing the tax to be abated, crelitec(l, or refunded under (3)
of the first category anll( (1) of the second category, a fractional part
of a quarter subsequent to the (late on which hie entered upon such
service or September 16, 1940, whichever date is the later', shall be
(lisregarded unless it excee(ls 15 (lays, in which case it slall 1e con.-
si(lere(l a quarterr.
CONFERENCE, AMENDMMEN'1'.
The conference amen(inent a(dop)ts thle, provisionlS of the House bill,

but exten(ls the application of those provisions to a meml)er of the
military or naval forces of any of the others United Nations. The l)ro-
Visions will therefore cover such individuals as well as members of thel
military or naval forces of thle, United States.

ASSI$'I'SAN4T CcNMINf10NEIRS

Section 9 of the Senate bill amends the, Internal Revenue Code to
authorize the appointment of twvo assistant comlmis-sioners, who shall
he appointed by the President, l)y an(l with theo advice and consent of
the Senate. The arnen(nent l)rovides that the assistant com-
mnissioners shall perform such (luties as may 1)0 J)rescribe(l by the Com-
missioner or req uiredl by law. TI'lere was no comlnarabie l revision
in the House bill. The conference amendment retains this provision.
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POWERS OF APPOINTMENT

Section 10 of the Senate bill extends the time in connection with the
release of powers of appointment for estate and gift tax. purposes from
July 1, 1943, to March 1, 1944. Thllre was no comparable provision
in the H-ouse bill. The conference amen-dment retaints this provision.

R. L. DOUGHTON,
HAROLD KNUTISON,
DANIEL A. REED,
THiOMAS A. JENKINS,

Managers on the part of the zIlouse.
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