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CURRENT TAX PAYMENT ACT OF 1943

May 28, 1943.—Ordered to be printed

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

CONFERENCE REPORT

[To accompany H, R. 2570]

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
.he 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
1948”,

(b) Meanina or Terms Usep.—Except as otherwise expressly

romded, terms used in this Act shall have the same meaning as when used
wn the Internal Revenue Code.

SEC. 2. COLLECTION OF TAX AT SOURCE ON WAGES.

(@) In GeNERAL—Chapter 9 3{ the Internai Revenue Code (relating
to employment taxes) 18 amended by inserting at the end thereof the
follounng new subchapters:

“SUBCHAPTER D—COLLECTION OF INCOME TAX AT
SOURCE ON WAGES

“SEC. 1621. DEFINITIONS.

“As used in this subchapter—

“(a) Waaes.—The term ‘wages’ means all remuneration (other than
fees paid to a public official) for services performed by an employee for
his employer, wncluding the cash value of all remuneration paid in any

* .



2 CURRENT TAX PAYMENT ACT OF 1943

medium other than cash; except that such term shall not include remunera-
tion paid—

“(1) for services performed as a member of the military or naval
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

“(8) for domestic service in a private home, local college club, or
local chapter of a college fraternity or sorority, or

“(4) 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 forergn government or for the government of the Commonwealth of
the Phalippines, or

“6) ﬁ)r 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 sernces, performed by a nonresident alien individual
who 1s a resident of a contiguous country and who enters and leaves
the United States at frequent intervals, as may be designated by
regulations prescribed by the Commaissioner unth 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
gection 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 performed on or in connection
with an American vessel (as defined in sectron 1426 (g)) under a contract
of service which 1s entered into within the United States or during the
performance of which the véssel touches at a port in the United States, or
on or in connection with any vessel as an employee of the United Slates
employed through ithe War Shipping Administration, shall not constitute
sermces performed outside the Z]nrited Stales.

“) Payrorr, Prrion.—The term ‘payroll period’ means a period
Sfor which a payment of wages is ordinarily made to the employee by his
employer, and the term ‘mascellancous payroll period’ means a payroll
period other than a daily, weekly, biweelkly, semimonthly, monthly,
quarterly, semiannual, or annual payroll period.

“(¢) fimproyEg.—The term ‘employec’ includes an officer, employee,
or elected official of the United States, a State, Territory, or any politicd
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) Exprover.—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—

“ 1f the person for whom the individual performs or performed
the services dves not have control of the payment of the wages jor such
services, the term ‘employer’ (except for the purposes of subsection

(aQ means the person having control of the payment of such wages;
an
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“(2) in the case of a person paying wa’ges on behalf of a non-
resident alien individual, foreign partnership, or forewgn corpora~
tion, not engaged in trade or business within the Unﬁ%tates, the
term ‘employer’ (except for the purposes of subsection (a)) means
such person.

‘“(e) Sinere Prerson.—The term ‘single person’ means a person with
respect to whom a withholding exemption certificate is in effect under
section 1622 (k) stating that such persom is single, or is married and not
living with husband or wife, and 1s not the head of a family.

“(f) MArRIED PERSON.—The term ‘married person’ means a person
with™ respect to whom a withholding exemptlion certificate is in effect
unde; section 1622 (h) stating that he is married and living with husband
or wife.

“(9) MAarrIED PERSON CrAIMING ALL oF PrrSoNAL EXEMPTION
ror WirarOLDING.—The term ‘married person claiming all of personal
ezemption l)’or withholding’ means a married person with respect to whom
a withholding exemption certificate s in effect under sectron 1622 (;2
stating that for the purposes of this subchapter such person claims
of the personal exemption and that for the purposes of this subchapter
his spouse i3 claiming none of the personal exemption.

“(h) Marr1ED PERSON COLAIMING HALF oF PERSONAL EXEMPITION
ror Wiranorpina.—The term ‘married person claiming half of the
personal exemption for withholding’ means a married person with respect
to whom a wnthholding exemption certificate is in effect under section
1622 (h) stating that for the purposes of this subchapter such person
claims half of the personal exemption and that for the purposes of this
subchapter has spouse 18 claiming not more than half of such exemption.

“() MarrIED PERSON CLAIMING NoNE oF PERSONAL INXEMPTION
ror Wirnmorping.—The term ‘married person clavming none of the
personal exemption for withholding’ means a married person with respect
to whom a withholding exempiion certificate is 1n gffect under section
1622 (h) making no claim with respect to the personal exemption for the
purposes of this subchapter.

“(3) HEap or Iarrny.—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 s the head of a family. N

“(t) DepreNDENT.—The term ‘dependent’ means a person included in
a withholding exemption certificate wn effect under section 1622 (h) as a
person dependent upon and recetving his chief support from the employee
and exther under eighteen years of age or incapable of self-support because
mentally or physically defective.

“SEC, 1622. INCOME TAX COLLECTED AT SOURCE.
‘“(a) REequireMENT OF WIiTrHIOLDING.— very 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 centum of the excess of each payment of such wages
over the family status withholding exemption allowable wnder sub-
section (b) (1) (A), or

“(2) 3 per cendum of the excess of each payment of such wages
over the Victory tax withholding exemption allowable under sub-
section (b) (1) (B). ‘

H. Repts., T8-1, vol, 8——A41



4 CURRENT TAX PAYMENT ACT OF 1943

“() WriraroLpINg EXEMPTION —

“(1) In computing the tax required to be deducted and withheld
under subsection (a), there shall be allowed as a withholding exemp-
tion with respect to the wages paid for 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 Wilthholding Exemplion

Married per-
son claiming | Married per- | Married per-
Stnol whole 10! aZnUglafiming son da}ming

Single | personal ex- alf of per- | none of per-
“Pagroll period person emplion for | sonal exemp- | sonal exemp-

FEach depend-
ent, other
than the first
dependent in

¢ : ; v the case o
wilhholdin tion for with- | tion for with-
or head of holding holding ‘h‘}:f,’"’.’l O/“
family Ay
Wuklzl. ............................. 812 24 E3E 0 8%
e cmmmmmmamam e 824 248 224 0 3¢
Semimonthly 826 262 326 0 s
hly.... 262 04 £62 0 225
Quarterly. .. 166 2312 8168 0 L1£
Semiannual 2312 3684 812 0 2166
Annual. .. . ... 2624 81,248 8624 0 2312
Daily or miscellaneous (per day of such
period) ..ol $1.70 $3. 40 $1.70 0 3.85

“(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:

Vietory Tax

Withholding
“Payroll Perlod FEzemplion
WeeklY - oo e e m e e mmmmam e m - $12. 00
BEWeekl) o e e e e e 24. 00
Semitmonbhly - - ooz e ———————— 26. 00
MONERIY < e e $2.00
QuUarterly - - - e 156. 00
SemiannuUal. . o e 312. 00
Annual_ . . e e e maem e aaoa—————— 634. 00
Daily or Miscellaneous (per day of such period) e oo .. 1.70

“(2) If wages are paid with respect to a period which is mnot a
payroll period, the withholding exemption allowable with respect to
each payment of such wages shall be the exemption allowed for a
mz’sceﬁa’neous payroll period contuining a number of days (including
Sundays and holidays) equal to the number of days in the period
with respect to which such wages are paid.

“8) In any case in which wages are paid by an employer with-
out regard {o any payroll period or other period, the withholding
exemption allowable with respect to each payment of such wages shall
be the exemption allowed for a miscellaneous payroll period contain-
ing a number of days equal lo the number of days (including Sun-
days 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, 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 s less than one weck, the Commyis-



CURRENT TAX PAYMENT ACT OF 1043 5

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 durmg the ‘calendar week over the with-
holdzbzg exemption alf wed by this subéectwn for a weekly payroll
perio

“@6) In determining the amount tm be deducted and withheld
under this subsection, the wages may, at the election of the employer,
be computed to the nearest dollar. :

“(¢) Waar Brackrr WITHHOLDING.— |,

“(1) At the election of the employer wdh respect to any employee,
the employer shall deduct and withhold uz)(m the wages paid to such
employee a tax determined in accordance ‘with the following tables,
whach shall be in licu of the tax required to be deducted and withheld
under subsection (a): v



If the payroll period with respect to an employee is weekly

CURRENT TAX PAYMENT ACT OF 1943

And, (1) such person {3 a married mon claiming none of personal exemption for with.

ing and has—
And the wages are
No One Two | Three | Four Fige Siz Seven | Eight | Nine
depend-|depend-|depend-ldepend-|depend-ldepend-|depend-|depend-|depend-|depend.
enis end ents ents ents ents enls ents ents enls
Or, (2) such person {8 a married person claiming half of personal
exemption for withholding and has—
No One Two | Three | Four Fipe Siz Seven
depend-|depend-|depend-|depend-|depend-|depend-|depend-|depend-
ents end enls ents ents ents ents ents
Or, (3) such person is a single person and has—
No One Two | Three | Four Fige Six Seven
depend-|depend-|depend-|depend-|depend-ldepend-ldepend-ldepend-
ends ent enls ents ents ents ents ents
Or, (4) such person {2 a married person claiming all
At least B;;fgl;“ of personal exemplion for withholding and has—
No One Two | Three | Four Fipe .
depend-|depend-|depend-|depend-ldepend-|depend-
ents end ents ents ents ents
Or, (6) such person i3 head of a family and has—
No
depend-| Two | Three | Four Five Siz
ents or |depend-|depend-|depend-|depend-|depend-
one de- | enis ents ents ents enls
pendent
g The amount of tax to be withheld shall be—
$0 3T/ N7 /.1 0 OO DR PRRIRURIot PSPPI PRPRRNPIS SRR DN NI IO
10 16 260} 81,80 £0.10 4. . foe .o |eooo e e
15 20 3. 60 2.3 1.10] $0.20 | $0.20) $0.20 | $0.20 | £0.20{ $0.20 £0. %0
20 25 4.60 3. 30 210 .00 .80 .80 .80 .80 .80 .30
25 80 6. 60 4,30 38.10 1.0 70 .60 .60 .60 .60 .60
30 40 7.00 6.80 .60 8. 40 2,20 1.00 .70 .70 .70 .70
40 60 9.00 7.80 , 60 6. 40 .20 3.00 1.80 1,00 1,00 1.00
50 )| 11.00 9. 80 8,60 7.40 . 20 5,00 3. 80 £.60 1, 40 1,30
60 70| 18.00) 11.80| 10.60 9, 40 8.20 7.0 5.80 .80 3. 40 2,20
70 80| 16.00| 18.80{ 12,60 11.40] 10 20 9.00 7.80 . 60 5. 40 é 20
80 17.00 ) 16,80 | 14.60) 13.40) 12.20| 11,00 9. 80 8.60 7.40 , 20
90 100 19.60| 17.801 16.60| 16.40| 14.20| 18,00 | 11,80 10.60 9, 40 8. £0
100 110 21,00 19.80) 18.60 | 17.40 | 16, 20| 16,00 | 18,801 1860 | 11.40 10, 20
110 120 £8.001 21,80 20.60| 10.40| 18.20| 17.00| 15.80| 14.60| 18.40 12,20
120 180 | 25,00 £3.80) 28.60| 21,40 2£0.20] 19.00 | 17.80 | 16.60 | 16.40 14.20
180 140 | 27.00| 25.80 | 24.60| 23.40| 28.20| 21,00 10.80 | 18,60 | 17.40 16. 20
140 160} 29.00| 27.80 1 26.60 | 256,40 2£24.20| £3.00| £1.80| £20.60 ] 19.40 18.20
160 160 81.00] 29.80 | £8.60| £7.40| 26.20 | 25.00 | 25.80| 22.60| £1.40 £0. 20
160 170 ] 83.00| 81.801 30.60 | 29.40| 28.20| 27.00} 256.80 | 2£4.60| 23 40 22.20
170 180 85.00| $3.80| $82.60| 81.40| 80.20 | 29.00 | 27.80 | 26.60| 26. 40 24.20
180 190 87.00 | 85.80 ] 84.60| 33.40| 82.20| 31.00] £9.80 | 28.60| £7.40 26. 20
180 200 89.00| 87.80] 86.60| 35.40 | 84.20| 83.00 | 81.80| 80.60| £9.40 28. 20
$200 or over. ......_. 20% of the excess over $200 plu;
$40.00 | £38.80 | $37.60 | 836. 40 | $35.20 | £34.00 | $32.80 | $31.60 | $30. 40 | #20.20

If the number of dependents {8 in exceas of the largest number of dependents ehown, the amount of tax to be with.
held shall be that applicable in the case of the largest number of dependents shown reduced by $1.20 for each dependent
over the lurgest number shown, except that in no event shall the amount to be withheld be less than 8 per centum

- of the excess of the median wage in the bracket in which the wages fall (or if the wages paid are $200 or over, of the
;:roceu of the wages) over $18, compuled, in case such amount is not @ mulliple of

.10, to the nearest inulliple of
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If the payroll period with respect to an employee i3 biweekly

And, (1) such person is a married person claiming none of personal exemption for with.
ding and has—
And the wages are v
No One Two | Three | Four Five Str Seven.| Eight | Nine
depend-'depend-|depend-|depend-|depend-jdepend-{depend-ldepend-|depend-|depend-
ents ent ents ents ents ends ents ents ents ents
Or, (#) such person is a married person claiming half of personal
exemplion for withholding and has—
No One Two | Three | Four Five Six Seven
depend-|depend-ldepend-|depend-|depend-idepend-|depend-|depend-
ents ent ents enls ents ents enls ents
Or, (8) such person {8 a single person and has—
No One Two | Three | Four Five Sir Seven
depend-|depend-idepend-|depend-idepend-|depend-ldepend-ldepend-
enls ent ents enis ents enls ents ents
Or, (4) such pereon is a married person claiming ali
Al leadt B;;‘alfl" of personal exemption for withholding and has-—-
No One Two | Three | Four Five
depend-|depend-|depend-|depend-|depend-{depend-
ents ent enls ents | ents ents
Or, (8) such person {s I;ead of a family and has—
No
depend.| Two | Three | Four Floe Siz
ents or |depend-|depend-ldepend-|depend-|{depend-
one de- | ents ents enls ents ents
pendent
The amount of tax to be withheld shall be—
80 (T VBT 2.1 I IR DU IS USRI SOOI PP PRI SR
] 80 6.00] £0.60) 20.20 ). .. ... . eiieeeeoeai]aceaai]eaneaas —————-
2 40 7.00 4.60 2.20] $0.50| #0.30! $0.50! $0.80) $0.%30| $0.%30 $0.30
40 50 8.00 8. 60 4.20 1.80 .60 .60 .60 .60 .60 .60
50 60| 11.00 8.60 8.20 8.80 1.40 .90 .80 .90 .00 .80
60 80 lé.OO 11.60 9. 20 6.80 . 40 2.00 1. 40 1.33 1. 40 1. 40
80 100 18,00 16.60| 18.20) 10.80 , {0 6,00 3.60 2. 2.00 2
100 120 22.00| 19.60| 17.207 14.80) 1240} 10.00 7.60 5.20 2.8 .60
120 140 £6.00| 23.60) £1.20} 18.80| 16.40 | 1400 11.60 0.20 8. 80 g 40
140 160 80.00| 27.60| 25.20| #2.80| £0.40| 18.00| 16.60) 13.20| 10,80 , 40
160 180 | $4.00| 81.60| £0.20] 28.80 té, 401 £22.00 18.60) 17.20 lé. 80 18,40
180 200 S8.00| 35.60) 83.20| S80.80| 23.40| £6.00 | 23.60) £1.20| 18.80 18. 40
200 220 | 42.00)| 89.60| 87.20| 84.80| 32.40| 80.00| £7.60| 2520 | 228 20. 40
220 240 26.00 43.60 11.20 85.80| 36.40 ] 84.00| 81.60| 20,20 2£6.80 zgtg
240 2 0.001 47.60 5.20 | 42.80| 40.40] $8.00 | $5.60| $83.20} 80.8 28,
260 280 | 64.00| 61.60 21) 20| 46.60 | £44.40| 42.00| 88.60| 87.20 Jﬁ. 80 2. 40
280 300 | 68.00} 665.60 S.20 ) 60.80 ) 48.40 | 46.00 fi. 60 ﬁ 20| 38.80 36. 40
300 $20] 62.00) 69.60) 67.20| 6480} 62.40| 60.00 7.60 .20 ] 49.80 0. 40
320 840 | 66.00| 63.60| 61.20| 58.80| 66.40) 6400 61.60| 49.20 | 46.80 ﬁ 40
340 860} 70.00| 67.60) 65620 62.80| 60.40)| 68.00| 66.60) 63.20] 60.80 . 40
360 380 7g. 00] 71,60 69.20] 66.80] 64.40| 62.00| 60.60)| 67.20| 64.80 52. 40
380 00| 78.00| 75.60| 78.20| 70.80| #68. 66.00| 63.60| 61.20| 68.80 56. 40
$400 oF 00Lr onnen-... 20%, of the excess over $400 plus
580. 00| $7T7.60 | #75.20 | #72.80 | #70. 40 | £68.00 | £65.60 | £83.20 | #60.80 | $58. 40

If the number of delpende'nts {3 In excess of the largest number of dependents shown, the amount of tar to be with-
neld shall be that applicable in the case of the largest number of dependents shown reduced by $2.40 for each dependent
ocer the largest number shown, except that in no event shall the amount to be withheld be lest than 8 per cenlum of
the excess of the median wage in the brackel in which the wages fall (or i[lhe wages paid are $400 or over, of the
excess of the wages) over #24, compuled, in case such amount {2 not a multiple of $0.10, to the nearext multiple of

.10,
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If the payroll period with respect to an employee 18 semimonthly

And, (1) such person is a married person claiming none of personal exemption for with.
holding and has—
And the wages are \
No One Two | Three | Four Fige Six Seven | Eight | Nine
depend-ldepend-|depend-{depend-{depend-{depend-{depend-ldepend-{depend-ldepend-
enti ent ents enls enls ents ents ents ents enls
Or, (#) tuch person is a married pergon claiming half of personal
exemption for withholding and has— /
No One Two | Three | Four Fipe Sir Seven
depend-|depend-|depend-ldepend-{depend-|depend-ldepend-|depend.
ents ent ents ents enls enls ents ents
Or, (3) such person Is a single person and has—
No One Two | Three | Four Fipe Sir Seven
depend-/depend-|depend-ldepend-ldepend-|depend-|depend-|depend-
ents ent enls “ents enls ents ents enls
Or, (4) such person is a married person clalming all
At least B#al'e'u of personal exemption for withholding and has—
No One Two | Three | Four Five
depend-|depend-|depend-ldepend-|depend-|depend-
ents ent enls enls ents enls
Or, (6) such person s head of a family and has—
»
No
depend-] Two | Three | Four Filpe Six
ents or [depend-{depend-idepend-|depend-idepend-
onede- | enis ents ents enls enly
pendent
g The amount of tax to be withheld shall be—
£0 /I 7,1 N D U FUNRIN PRSIV SRR RPN SR SO S,
20 30 5.00 .. R JOS ISR
350 40 7.00 80 0. 30 S 0 $0.30
40 60 9.00 6 3.80 . .60 .60 .60 .60 .60
60 60| 11.00 R 5.80 N .90 .80 .00 .80 80 .90
60 80 13.00 11. 40 8.80 8.20 3.60 1.0 1.80 1.30 1.80 1,80
80 100 18.00) 16.40 | 12.80 | 10.20 7.60 6.00 2.40 1.9 1.8 1,60
100 120 | £8.00 1 19.40 | 18.80 | 14.20] 11.60 9.00 6. 40 3.80 2.50 2,60
120 140 | 26.00 | 2£3.40 | £0.80 18.20 16.60 13.00 10. 40 7.80 8.20 3.10
140 160 | 30.00 | 27.40 | 2£4.80 | 22.201} 19.60 | 17.00] 1440 11.80 9.20 8.60
160 180 82.,00 $1.40 | £8.80 | 26.20 ]| 23.60 | 21.00| 18.40| 15.80 | 13.£0 10,60
180 200 | 38.00 | 85.40 | 82.80 | 30.20| £7.60| 25.00 [ 22.40| 19.80 | 17.20 lé,&l)
200 200 | 42.00| 89.40| 36.80 | 84.20| 81.60 ) 29.00 ] 28.40 | 2£3.80 ] 21.20 18,60
£20 240 | 46.00 40| 40.80 | 88.£0 | 86.60 | 83.00 | 30.40 | £7.80 | 25.20 28,60
240 260 | 60.00 ) 47.40 | 44.80 | 42.£0| 39.60 | $7.00| 54.40 S$1.80] 29.20 26.60
260 280 | 64.00{ 61.40 | 48.80 6.20 | 43.60 | 41.00| 88.40 | 36.80 | 83.20 30,60
280 800 | 68,00 65.40| 62.80 0.20 | 47.60 ) 46.00 | 42.40| 39.80 | 87.20 33. 60
800 320 | 62.00| 69.40 | 66.80 | 64.201 61.60 29.00 46. 10 43.80 ) 41.20 38,60
820 340 | 66.00 ) 63.40 | 60.80 | 6£8.201 65.60 3,00 1 60.40 27. 80| 45.20 42.60
340 360 | 70,00 | 67.40 | 64.80| 62.20| 69.60 | &7.00 | &4.40 1.80 . 20 zd. 80
360 380 7é. 00| 71.40) 68.80 | 66.20| 63.60 | 61.00 | 68,40 | &5.80 3. 20 0. 60
880 400 | 78.00 | 76.40 | 72.80 | 70.20 | 67.60 | 65.00 | 62.40| 60.80| 67.20 64.60
$400 or over......... 209, of the excess over $400 plus
$£80.00 | #77.40 | #74.80 | #78.20 | $69.60 | $67.00 | $84.40 | £61.80 | $59.20 | $56.60

If the number of dependents {s in excess of the largest number.of dependents shown, the amount of taz Lo be with-
held shall be that applicable in the case of the largest nunbher

of dependents shown reduced bL
ooer the largest number shown, excepl that in no event shall the amount to be withheld be

$2.60 for each dependent
32 than 8 per cenfum of

the excess of the median wage in the brackel in which the wages fall (or if the wages paid are $400 or ocer,

excess of the wages) over $26, compuded, in case such amount |

o $0.10.

“%m
s not ¢ mulliple of $0.10, Lo the nearest mulliple
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If the payroll period with respect o an employee ts monthly

And, (1) such person {s a married person claiming none of personal exemplion for swith-
olding and has—

And the wages are :
No One Two | Three | Four Five Sir Seven | ‘Eight | Nine
depend-depend-idepend-|depend-jdepend-|depend-ldepend-|depend-|depend-|depend-
enls ent enls ents ents enls ents enls ents enls

Or, (#) such person {s a married person clafming half of personal
exemption for withholding and has— -~

No One Two | Three | Four Five Siz Seven
depend-ldepend-idepend-{depend-idepend-|depend-{depend-ldepend-
ents end ents ents enls ends ents | ents

Or, (3) such person is a single person and has—

No One Two | Three | Four Five Siz Seven
depend-|depend-ldepend-idepend- depend-|depend-|depend-ldepend-

enls ent ents ents ends ents ents enis
Bud leas Or, (4) such person i a married person elaiming all
Al least than of personad exemption for withholding and has—

No One Two | Three | Four Five
depend-ldepend-ldepend-ldepend-{depend-|depend-
ents ent ents ents ents enls

Or, (6) such person ia head of a family and has—

No
depend-| Two- | Three | Four Five Six
ents or |{depend-ldepend-ldepend-|depend-idepend-
one de- | ents ents enls ents enls
pendent

The amount of tax to be withheld shall be—

$40 | 8400 ..o Yo e e e e et
40 50 9.00 | $8.80 | e e e e e
50 601 11.00 65,80} 20.60) $0.10 | 20.10) $£0.10] $0.10 ) $0.10) #0.10 $0.10
60 70 18.00 7.80 2.60 .40 . 40 .40 . 40 . #0 . 40 . #0
70 80 16.00 9.80 4. 60 .70 .70 L70 .70 .70 .70 .10

100 ] 18.00) 1280 7.60 2,40 1.10 1.10 1,10 1.10 1,10 1,10
100 120 2200 16,80 11.60 6. 40 1.70 1,70 1.70 1.70 1,70 1,70
120 150 26.00 | 20,801 15.60 | 10.40 6. 20 £.80 2.30 £.30 £.80 £.30
140 160} 80.00 | £4.801 19.60 14. 40 9, 20 é 00 2.9 2.9 2.9 £.90
160 200 ] 86.00| 30.80 | 26.60| £0.40) 15.20 10.00 4.80 3.8 3. 80 3. 80
£00 240 ] 44001 88.80 1 35.60 | 2£28.40 | #£3.20) 18.00| 1280 7.60 5.00 §5.00
240 280 | 62.00 | 46.80) 41.60 | 36.401 81,201 26.00 | 20.80 | 15.60 | 10.40 6. 20
2 820 | 60.00 | 64.80) 49.60 ] 45,40 80.20| 34.00% 28,80 | £8.60| 18 40 13. 80
320 860 | 68.001 62.80 1 67.60 | 62. 40 7 42.00 ) 36,80 S81.60 | 28.40 21.20
360 400 76.00) 70.80) 05.60 | 60.40 ) 65.20 | 60.00 | 44.80 ] 89,60 | 34 40 29,20
400 440 84.00 ) 78.80| 78.60| 68.40 | 63.20| 68.00| 62.80 7.60 | 4240 37.20
440 480 ] 92.00| 86.80 ) 81.601 76.40 1 71.20] 66.00) 60,80 | &5.60 | 650 40 46.20
480 620 | 100,00 | 94.80 | 89.60 | 8440 79.20 | 74.00 | 68.80 | 63.60 | &8.40 58. 20
620 660 | 108.00 | 102.580 | 07.60 | 52.40 | 87.20 | 82.00| 76.80| 71.60| 66.40 61.20
660 600 | 116.00 1 110.80 | 105.60 | 100.40 | 05.20 | 00.00 | 84.80 | 78.60 | 74.40 69. 20
600 640 | 125,00 | 118,80 | 113.60 | 108.40 | 103.20 | 983.00 | 92.80 | 87.60 ] 88 40 7.2
640 6580 | 182.00 | 126,80 | 121,60 | 116.40 | 111,20 | 108,00 | 100,80 86. 60 80. 85. 20
680 720 | 140.00 | 134.80 | 120.60 | 124.40 | 119.20 | 114.00 | 108.80 | 103.60 | 88. 40 93.2)
780 760 1 148.00 | 142.80 | 187,60 | 132.40 | 127.20 | 122,00 | 116.80 | 111.60 | 106 101. %0
760 800 | 166.00 | 160.80 | 146.60 | 140.40 | 136.20 | 130,00 | 124.80 | 119.60 | 114.40 | 109.%0

$800 or over . ........ 20% of the excess over $800 plus

$160.00 [#154. 8 ]ms.eo |¢144. 40 |mo.:o l#134.00 |ms.so |ms.ao lms.w ] 311390

Ifthe number of dependents is in excess of the largest number of dependents shown, the amount of tax to be with-
Meld shall be that applicable in the case of the largest number of dependents shown reduced by $6.20 for each dependent
over the largest number shown, excepl thal in no event shall the amount to be withheld be less than 8 per centum of
the excess of the nedian wage in the bracket in which the wages paid fall (or if the wages paild are $800 or over, of
l%sz’céu of the wages) ocer $68, compuled, in case such amount is nol a mulliple of $0.10, to the nearest multiple
of $0.10,
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If the payroll period with respect to an employee 1s a daily payroll period or a
muscellaneous payroll period

And, (1) such person is a married person claiming none of personal exemption for

And the woges di- withholding and has—
pided by the _ ) )
number of days
in such period Two | Three | Four Five Siz Seven | FEight | Nine

No One
are— depend-|depend-|depend-|depend-ldepend-|depend-|depend-|depend-jdepend-{depend-
ents end enls enls enls enls ents enls ends enle

Or, (2) such person e a married person claiming half of personai
exemption for withholding and has—
No One Two | Three | Four Five Sir Sepen
depend-|depend-|depend-|depend-'depend-{depend-|depend-ldepend.
ents ent ents enls l ents ents ents ents
Or, (3) such person {2 a single person and has—
No One Two | Three | Four Five Siz Seven
depend-ldepend-'depend-|depend-{depend-jdepend-idepend-ldepend-
enls ent ents ents ents enls ents enls
Or, (4) such person 18 a married person claiming al
But less of personal exemption for withholding and has—
At least than
No One Two | Three | Four Five
depend.depend-ldepend-|depend.|depend-|depend.
enls ent enls enls ents enls
Or, (5) such person is head of a family and has—
No
depend-| Two | Three | Four Five Siz
ents or |depend-depend-ldepend-ldepend-idepend-
onede-| ents enls enls ents enls
. - pendent
The amount of lazx to be withheld shall be the following amount multiplied by the
number of days in such period
80 LT (3 PO EUUUUUN FUUN USSR FUDUI MU ASNISPURI NP AR
1 2 BRI TN T 38 IR PSSR AN MU FUSUUUIPUN MU AP RO
2 3 .60 85 2018 ||l PUSUTS NUGU U ST DO,
b 4 .70 .66 851 20.20) 20.05) 2005 $0.05 $0.05 | $£0.05 $0.05
4 ] .90 76 66 . 40 .20 .10 L0 10 10 A0
8 ] 1.10 95 76 .80 40 25 .10 10 10 10
8 7 1.8 1.16 .06 .80 .60 .46 80 A8 A8 18
7 8 1.60 1.8 1.16 1.00 .80 .86 .60 .30 18 A6
8 9 1.70 1.6 1.86 1.20 1.00 .86 .70 .50 .85 ]
'} 10 1.9 1.76 1,66 1. 40 1.20 1.08 .80 .70 .65 .85
10 18 8. 20 2.06 1.85 1.70 1.60 1.55 1.20 1.00 .85 .65
18 14 £.680 245 £.25 2.10 1.9 1.76 1.60 1.40 1.85 1,08
1 18 $.00 8.85 £.66 £.60 2.30 215 £.00 1.80 1,86 1.32
1 18 s go 8.2 8.05 £.90 8.70 8. 56 240 2.20 2,05 1.
18 3. 80 3.86 3. 46 3.30 8.10 295 2.80 8.60 845 8. 25
20 22 4.20 $.06 3.85 8.70 3.50 3.35 8. 20 3.00 2.8 8.85
£2 24 4.60 4. 48 4.26 4. 10 8.90 8.76 8.60 8.40 8.2 8,05
24 28 5.00 é.86 .85 4.60 4.%0 418 4.00 3.80 3. 65 3. 46
] 28 8. 40 . 25 .06 4.9 4.70 4.66 i 40 4. 20 4.06 8.86
28 30 5.8 6.65 5. 46 6.30 5. 10 4.86 . 80 480 A 48 425
$30 orooer.......... 209, of the excess over $30 plus
$6.00 ] 36.85 | $5.65| #5.60 | 86.30 | #5.15| 85.00 | $4.80| $4.66 2446

If the number of dependents {3 In excess of the largest number of dependents shown, the amount of taz to be with-
Meld shall be thatapplicable in the case of the largest number of dependents shown reduced by $0.15 for each dependent
over {he largest number shoton, except thal in no event shall the amount to be withheld be less than 8 per centum of
the excess of the product of the median wage in the brackel in which the wages fail and the number of daye in the
period (or If the wages pald are $30 or over, of the excess of the wages) over the ﬁrodud of $1.70 and the number of
daya in the period, compuled, in caze such amount i nol a multiple of $0.08, to the nearest multiple of $0.05.
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“(22 If wages are paid with respect to a period which 18 not a
payroll period, the amount to be deducted and withheld shall be that
applicable in the case of a miscellaneous payroll period containing
a number of days (including Sundays and holidays) equal to the
nuir(r;ber of g;s in the pertod wilh respect to which such wages are
paid. ) :

“(8) In any case in which wages are paid by an employer without
regard to any payroll period or other period, the amount to ve deducted
and withheld shall be that applicable in the case of a miscellaneous
payroll period containing a number of days equal to the number of
days (tncluding Sundays and holidays) which %uwe 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 18 the later.

“(4) In any case in which the period, or the time described in
paragraph (3), in respect of any wages s less than one week, the
Commissioner, under regulations prescribed by him with the approval
of the Secretary, 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.

“6) If the wages exceed the highest wage bracket, in determining
the amount to be deducted and withhcld under this subsection, the

wages may, at the election of the employer, be computed to the nearest
dollar.

“(d) Tax Parp By Recirient.—If the employer, in violation of the
provistons of this subchapter, fails to deduct and withhold the tax under
this subchapter, and thereafter the taxz against which such tax may be
credited 18 paid, the tax so required to be deducted and withheld shall not
be collected from the employer; but this subsection shall in no case relieve
the employer [from liability for any penalties or additions to the tax
otherwise applicable in respect of such failure to deduct and withhold.

‘““le) NonprpucripiLiry oF T'ax In Coupuring NEr INcome.—The
tax deducted and withheld under this subchapter shall not be allowed as
a deduction 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.

“(f) Reruxps or CREDITS,—

“(1y EMprovers.—Where there hos 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 subchapter by the employer,

“(2) EmprovyeEs.—For refund or credit in cases of excessive
withholding, see section 322 (a).

‘“(9) INcLupeD aND ExcrLupep Wagers.—If the remuneration paid
by an employer to an employee for services performed during onc-half 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
employifijor 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,
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then none of the remuneration paid by such employer to such employee
for such period shall be deemed to be wages.
“(h) WiraaoLping Exemprion CERTIFICATES.—Every employce
receiving wages shall furnish 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
(¢) (relating to wage bracket withholding), for the purpose of computing
the amount to be deducted and withheld under such subsection. In case
%a change of status, a new certificate shall be furnished not later than ten
y8 after such change occurs. The certificate shall be in such form and
contain such information as the Commissioner may, with the approval of
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 employer such certificate may be
made effective with respect to any previous payment 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 3/ 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 dakes effect under this subsection. If no certificate 1s
imect under this subsection with respect to an employee, such employee
8 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 such subsection, as @ married person
claiming none of the personal exemption for withholding and having no
dependents.

“(4) OvErLAPPING PaYy PrrIODS, AND So Forrn.—If a payment of
wages 18 made to an employee by an employer—

“(1) with respect to a payroll period or other period, any part of
which.1s 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 eapiration of a payroll period or other period with
respect to which wages are also paid to such employee by such
employer, or

“(8) 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 Commaissioner with the approval of the Secretary under
whach the withholding exemption allowed to the employee in any calendar
year shall approximate the withholding exemption allowable with respect
to an annual payroll period.

““(3) WrraroLpING oN Basis or AveErage Waees.—The Commis-
sioner may, under regulations prescribed by him with the approval of the
Secretary, authorize employers (1) to estimate the wages which wnll 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 estimaled constituted the actual wages paid, and (3) to deduct
and withhold upon any payment of wages to suci employee during such

warter such amount as may be necessary to adjust the amount actuall
%educted and withheld wpon the wages of such employee during suc%
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-
PLOYER.

“If the employer is the United States, or a State, Territory, or political
subdwvision 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 and withheld upon any wages may be made by any officer or
employee of the United States, or ol/ 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) RrquirexEeNT.—Lvery employer required to deduct and withhold
a tax 1n respect of the wages of an employee shall furnish to each such
employee tn respect of his employment during the calendar year, on or
before January 31 of the succeeding year, or, if his employment 13-
terminated before the close of such calendar year, on the day on which
the last payment of wages 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. '

“@) Srarements 10 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 Commaissioner, 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 Commassioner with the approval of the Secretary shall constitute the
return required to be made in respect of such wages undeg section 147.

“(¢) Exrension 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 ercess of 30 days)
with respect to the statements required to be furnished under this section.



14 CURRENT TAX PAYMENT ACT OF 1043

“SEC. 1626. PENALTIES,

“(a) PENALTIES FOR FRAUDULENT RECEIPT OR FAILURE TO0 FURNISH
Receipr.—In liew 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 1626 to furnish a receipt in respect of tax
withheld pursuant to this subchapter who willfully furnishes a false or
fraudulent recevpt, or who willfully fails to furnish 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.

“() Appirion AL PEnarnry.—In addition to th%enalty provided by
subsection (a) of this section, any person required under the provisions o
section 1626 to furnish a receipt in respect of tax withheld pursuant to this
subchapter who willfully furnishes a false or fraudulent receipt, or who
willfully fails to furnish a receipt in the manner, at the time, and show-
wng the information required under section 1626, or regulations prescribed
thereunder, shall for each such failure be subject to a civil penalty of not
more than $560.

“(¢) FaILuRrE oF EMrLOYER TO FILE RETURN OR PAYy Tax.—1In case
of any failure to make and file return or pay the tax required by this sub-
chapter, within the time prescribed by law or prescribed by the Com-
masstoner wn pursuance of law, unless 1t 1s shown that such farlure 1s due
to reasonable cause and not due to willful neglect, the addition to the tax
shall not be less than $10.

“(d) PenaLries IN Respecr or Wiranorping Exemprion CEr-
TIFICATES.—Any indwidual required to supply information to his
employer under section 1622 (h) who willfully supplies false or froudulent
mformation, or who willfully fails to supply information thereunder which
would require an trcrease in the tax to be wnthheld under section 1622,
shall, in lieu of any penalty otherwise provided, upon conviction thereof,
be fined not more than $500, or tmprisoned for not more than one year,

- or both.

“SEC. 1627, OTHER LAWS APPLICABLE., -

“All provisions of law, inctuding 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.

“(@) Powgr or CommissioNnEr To Require.—The Commissioner,
under regulations prescribed by him with the approval of the Secretarg,
may require that any return, statement, or other document required to be
filed under this chapter shall contain or be verified by a written declara-
tion that it is made under the penalties of perjury, and such declaration
shall be in liew of any oath otherwise required.

“() Penarries.—Every person who willfully makes and subscribes
any return, statement, or other document, which contains or 18 verified
by a written declaration that it is made under the penalties of perjury
and which he does not believe to be true and correct as to every malerial
matter, shall be guilty of a felony, and, upon conviction thereof, shall be
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subject to the penalties prescribed for perqury in section 126 of the

Criminal Code. . ‘

“SEC. 1¢81. USE OF GOVERNMENT DEPQSITARIES IN CONNECTION
WITH PAYMENT OF TAXES.

“The Secretary may authorize incorporated banks or trust companies
which are depositaries or financial agents of the United States to receive
any taxes under this chapter in such manner, at such times, and 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-
postiaries and financial agents is to be treated as payment of such taxes
to the collectors.

“SEC. 1688. ACTS TO BE PERFORMED BY AGENTS.

“In case a fiduciary, agent or other person has the control, receipt,
custody, or disposal of, or pays the wages of an employee or group of
employees, employed by one or more employers, the Commissioner, under
regulations prescribed b% him with the approval of the Secretary, is au-
thorized to designate such fiduciary, agent or other person to perform such

“acts as are required of employers under this chapter and as the Commas-
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 a fiduciary, 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 prowmsions of law (including
penalties) applicable in respect of employers.

(b) TecuNIcAL AMENDMENTS.—

(1) AMENDMENT TO SECTION 84.—Section 84 of the Internal
Revenue Code (cross reference) is amended by siriking out ‘463,
464, and 466 (e)" and wnserting in lieu thereof ‘468 and 464",

(2) AMENDMENT TO SECTION 822.—Section 822 (f) of the Internal
Revenue Code (cross reference) is amended to read as follows: -

“(fy Tax WirnugLp ar Source.—For refund or credit in case of
withholding agent, see section 143 (f). For refund or credit in case of
employer required to deduct and withhold tax on wages, see section
1622 (f).”

(¢) I'xpirarion Dare ror Wirunonping At Sovrcz oN WaaEs
Unper SuBcuarrgr D oF Cuarrer 1.—Section 476 of the Internal
Revenue Code (prescribing the expiration date for the taxes imposed by
Subchapter D) 1s amended to read as follows:

“SEC, 476. EXPIRATION DATE,

“The 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-
tilities in the present war. The taz 1mposed by Part II of such sub-
chapter shall not apply with respect to any wages paid after June 30,
1948, unless paid during the calendar year 1948 with respect to a pay-
roll period beginning on or before such date.”

(d) Errecrive Dare.—The 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 dale, except that such amendments shall not be
applicable to wages paid during the calendar year 1943 with respect to
a payroll period beginning before such date.

SEC. 8, CREDIT FOR TAX WITHHELD AT SOURCE.

Section 86 of the Internal Revenue Code (relating to the credit for tax
withheld on wages) ts amended to read as follows:



16 CURRENT TAX PAYMENT ACT OF 19043

“SEC. 86. CREDIT FOR TAX WITHHELD ON WAGES.

“The amount deducted and withheld as tax under Subchapter D o
Chapter 9 during any calendar year upon the wages of any indindual shalé
be allowed as a credit to the recipient of the income against the tax tmposed
by this chapter for 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) Ilxcessive Wirnrorping, Krc.—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 11 of Subchapter D or Subchapter D
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 8{ such excess shall be considered an overpayment.

“(8) CrEDITS AGAINST ESTIMATED TAX.— The Commissioner 18
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-
missi,(’mer to be an overpayment of the tax for a preceding taxable
year.

(0) Prresumprion 4s 1o Dark or Pavienr.—Section 322 (e) of the
Internal Revenue Code (relating to presumption as to date of payment)
18 amended to read as follows:

“(¢) Presumprion 4s 1o Darr or Pavienr.—Uor the purposes of
this section, any tax actually deducted and withheld at the source during
any calendar year under Part 11 of Subchapter D or under Subchapter D
of Chapter 9 shall, in respect of the recipient of the income, be deemed to
have been paid by him not earlier than t)ge Jifteenth day of the third month
following the close of his taxable year with respect to which such tax s
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 tazable
year shall be deemed to have been paid not earlier than the fifteenth day
of the third month following the close g such taxable year.”

(¢) DerLeaarion or AurHoriTy T0 CoLLECTORS TO MAKE REFUNDS.—
Section 3770 (a) of the Internal Revenue Code (relating to authority to
make refunds) is amended (1) by striking out ““(4)"’ at the beginning of
paragraph (4) and inserting in liew thereof “(6)”; and (2) by inserting
after paragraph (3) the following: -

“(4) DELEGATION OF AUTHORITY TO COLLECTORS 7T0 MAKE
REFUNDS.— The Commaisstoner 1s authorized to delegate, with the
approval of the Secretary, to collectors any authority, duty, or function
which the Commassioner 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 inierest,
penalties, additions to the taw, and additional amounts) does not
exceed $1,000.’
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(d) OvErRPAYMENTS.—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: 4

“¢¢) Rure Wurere No Tax Lrasroiry.—An amount paid as tax
shall not be considered not to constitute an overpayment solely by reason
of the jc_ul:t”that there was no tax liability in respect of which such amount
was paid. .

(¢) Cross-RerFeRENCE.~—The last subscction of section 3771 of the
Internal Revenue Code (relating to interest on overpayments) 18 amended
to read as follows:

“(f) Estismarep Tax anp Tax Wirnuerp ar Sovrce.—For date
of payment in respect of estimated tax and of tax withheld at source on
wages, see section 322 (e).”

(f) Review or ArpLowance ofF INTEREST.—Section 3790 of the
Internal Revenue Code (prohibiting admaristrative review of Commis-
sioner's decistons) is amended by inserting at the end thercof the following:
“In the absence of fraud or mistake 1n mathematical calculation, the allow-
ance or nonallowance by the Commissioner, of interest on 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. 6. CURRENT PAYMENT OF TAX NOT WITHHELD AT SOURCE.

(@) In GenErAL.—The Internal Revenue Code is amended by striking
out sections 68, 59, and 60 and nserting in liew thereof the following:
“SEC, 68, DECLARATION OF ESTIMATED TAX BY INDIVIDUALS.

“la) REQUIREMENT oF Drcrararion.—Ivery individuall (other than
an estate or trust and other than a nonresident alien with respect to whose
wages, as defined wn section 1621 (a), withholding under Subchapter D
of Chapter 9 1s not made applicable) shall, at the time during the taxable
year prescribed in subsection (d), make a declaration of his estimated tax
for the tazable year 1f—

“(1) his gross income from wages (as defined in section 1621)

“(A) in case such indwidual 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 taaable year; or

“(B) in case such individual s married and living with
husband or wife: can, when added to the gross income which can
reasonably be cxpected to be received by such husbanid or wife
from wages (as so defined), reasonably be expected lo exceed
$3,600 for the taxzable year; or did when added to the gross income
of such husband or wife from wages (as so defined) for the pre-
ceding taxable year, exceed $3,600 for such preceding 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 mot
Living with husband or wife: can reasonably be eapected to
exceed $100 for the taxadble year and his gross income to be such
as will require the making of a return for the taxable year under
section 61; or did eaceed $100 for the preceding taxable year
and such individual either was required to make a return under
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gection 61 or 466 for such preceding taxable year or would have
been so required 1f he had been single during the whole of such
preceding taxable year; or

“(B) in case such indwidual is married and living with
husband or wife: can, when added to the_gross income whach can
reasonably be expected to be received by husband or wife from
such sources, reasonably be expected to exceed $100 for the taz-
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 466; 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 relurn under section 51 or 465 for such prece&ing tax-
able year if he had been married and lLiving with husband or
wife during the whole of such preceding taaable year; or

“@8) in case such taxzable year s the taxable year beginning in
1948, such indwidual was required. to make a return under section
61 for the taxable year beginning in 1942, 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 expected to be recetved
from wages for the taxzable year beginning wn 19/3.

“@) Conrents or Drecrararion.—In the declaration required
under subsection (a) the individual shall state—

“(1) the amount which he estimates as the amovnt of tax under this
chapter for the taxzable year, without regard to any credits under
sections 32, 86, and 466 (e);

“(2) the amount which he estimales as the credits for the taxable
year under sections 32, 35, and 466 (e); and

“(8) the cicess of the amount estimated under paragraph (1) over
the amount estimated under paragraph (2), which excess for the
purposes of this chapter shall be held and considered the estimated
taz for the tazable year.

The declaration shall also contain such other information for the purposes
of carrying out the provisions of this chapter as the Commissioner, with
the approval of the Secrctary, may by regulations preseribe, and shall
contarn or be verified by a written stalement that it is made under the
penalties of perjury.

“(¢) Joint DEcr.araTIoN BY HUsBanD AND Wirg.—In the case of a
husband and wife living together, a single declaration under this section
may be made by them jointly, in which case the liability with respect to the
estimated tax shall be joint and several. No joint declaration may be
made if either the husband or wife is a nonresident alien. If a joint
declaration 1s made but a joint return 1is not made for the taxable year,
the estimated tax for such year may be treated as the estimated tax of either
the husband or the wife, or may be divided between them.

“(d) Timr aND Prace ror I'rniva.—The declaration required under
subsection (a) shall be filed on or before the fifteenth day of the third month
of the tazable year, except that if the requirements of subsection (a) are
Jirst met after such date, the declaration shall be filed on or before the
Jifteenth day of the last month of the quarter of the taxable year an which
such requirements are first met, An individual may make amendments
or revisions of a declaration filed under this subscction, under regudations
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prescribed by the Commaussioner with the approval of the Secretary. If so
made, such amendments or revisions shall be filed on or before the fifteenth
day of the last month of any quarter of the taxable year subsequent to that
i which the declaration was filed and in which no previous amendments or
remsions have been made or filed. Declarations and amendments and
revisgl)o?s)thereoj shall be filed wnth the Collector specified in section
63 (b) (1). :

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

“(f) PEersons Unper DisaBiLiry.—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.

“(9) Sionarure Presumep Corrgcr.—The fact that an individual’s
name 18 signed to a filed declaration shall be prima hfacie evidence for all
purposes that the declaration was actually signed by him.

“(h) Pusriciry oF DEecrararion.—For the purposes of section 66
(relating to publicity of returns), a declaration of estimated tax shall be
held and considered a return under this chapter.

“SEC. 69. PAYMENT OF ESTIMATED TAX.
“(a) IN @ENERraL.—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
tazable 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 (including the quarter in which the declaration s
filed); and .

“(2) if any amendment or revision of @ 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; an.

“(8) at the clection of the indiwidual, any installment of the
estimated tax may be pard prior to the date prescribed for 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 fifteenth
day of the last month of each succeeding quarter of the tazable year.
Payment of any installment of the estimated tax shall be considered
payment on account of the tax for the tazable year.

“b) Assmssmunr.—The estimated tax shall be assessed only to the
extent paid.

“SIiC. 60. SIZ_E’CIAL RULES FOR APPLICATTON OF SECTIONS 68 AND
9.

“(a) FarmrErs.—In the case of an individual whose estimated gross
income from farming for the taxable year is at least 80 per centum of
the total estvmated gross income from all sources for the taxable year, in
liew of the time prescribed in section 68 (d), the declaration for the taxable
year may be made at any time on or before the fiftcenth day of the last
month of the taxable year.

H. Repts,, 78-1, vol, 3——43
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“) AppricarioNn 70 SHORT TaxaBLE YEARS.—The application of
sections 68, 69, and 294 (a) (3), (4), and (6) to taxzable years %f less than
twelve months shall be as prescribed in regulations prescribed by the
Commassioner with the approval of the Secretary.

“(c) ApprrcarioN 70 T'axaBLE YEARS BEGINNING IN 1943.—If the
taxable year is the calendar year 1943, the fifteenth day of September,
1943, shall be substrituted for the fifteenth day of March for the purposes
of section 68 (d). If the taxable year begins wn 1943 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 68 (d) shall be prescribed by
requlations prescribed by the Commisswner unth the approval of the
Secretary. In either case installments of the estimated tax for such taxable
year payable after September 1, 1943, shall be- ralably decreased to
reflect the paymer ts on account of a taxable year beginning in 1942 which
are treated as payments on account of the estimated tax for a taxable year
beginning in 1943.’

(b) Appirions To Tax.—Section 294 (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:

“(83) FAILURE TO FILE DECLARATION OF ESTIMATED TAX.—In
the case of a falure 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 centum of the taz. %

“(4) FAILURE TO PAY INSTALLMENT OF ESTIMATED TAX.—In
the case of the failure to pay an installment of the estvmated tax
within the time prescribed, there shall be added to the tax $2.60 or 2%
per centum of the tax, whichever 1s the greater, for each installment
with respect to which such failure occurs.

“(6) SUBSTANTIAL UNDERESTIMATE OF ESTIMATED TAXx.—If 80
per centum of the tax (determined unthout regard to the credits under
sections 82, 80, and 466 (e)), in the case of indiwviduals other than
farmers exercising an election under section 60 (a), or 66% 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 centum 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.”’

(¢) Penarrres—=Section 146 (a) of the Internal Revenue Code
(relating to criminal penalties) s amended (1) by inserting after ‘“return’’
wherever appearing therein the words “or declaration’’, and (2) by insert-
ing before ‘‘tax’” wherever appearing therein the words “estimated tax or’.

(d) Paysmenr By Insrannmenrs.—Section 66 (b) of the Internal
Revenue Code (relating to installment payments) 1s umended by striking
out *‘The” at the beginning thereof and inserting in lieu thereof *“ Lacept
wn the case of an individuat (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 Subchapter D of Chapter 9 is not made
applicadble), the”.

(¢) Dare ror Maxing Rrrury 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
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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
Subchag}ter D of Chapter 9 1s 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 follounng: “with
respect to whose wages, as defined 1n section 1621 (a), withholding
under Subchapter D of Chapter 9 is not made applicable,”.

(f) TaxaBLe YEars 1o WhHicH AppricABLE—The amendments
made by this section shall be effective with respect to taxable years beginning
after December 31, 1942, except that secticn 294 (a) (5) of the Internal

tevenue Code shall not be applicable to a taxable year beginning in 1943
in the case of an indiwvdual 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.

(@) Tax ror 1942 Nor GREATER TN Tax ror 1948.—In case the
fax vmposed by Chapter 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 68, 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 1943 (stmilarly determined), the liability of such
individual for the tax imposed by such chapter for the taxable year 1942
shall be discharged as of September 1, 1943, except that interest and
additrons 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 1943.  In such case if the tax for the taxable year 1942 (determined
without regard to this section and without regard to interest or additions
{o the tax) 18 more than $60, the tax under such chapter for the taxable year
1943 shall be increased by an amount equal to 26 per centum of the lax,for
the taxable year 1942 (so determined) or the excess of such tax (so deter-
mined) over $50, whichever is the lesser. This subsection shall not apply
in any case n 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.

() T'ax ror 1942 GREATER THaxn Tax ror 1943 —In case the tax
imposed by Chapter 1 of the Internal Revenue Code wpon any individual
(other than an estate or trust and other than a nonresident alien not
subject to the provisions of sections 68, 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 greater than the tax for
the taxable year 1943 (similarly determined), the liability of such indi-
vidual for the tax imposed by such chapter for the taxable year 1942 shall
be discharged as of September 1, 1943, 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 wnder such chapter for the taxzable year 1943.
In such case the tax under such chapter for the taxable year 1943 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 tazable year 1943 (determined with-
out régard to this section, without regard to interest and additions
to such tax, and without regard to credits against such tax under
seclion 466 (e) or under section 36 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 tas, and
without regard to credils against such tax under section 466 (e) or
under section 36 of such chapter) s more than $60, an amount equal
to 26 per centum of the tax for the taxable year 1943 (so determined)
or the excess of such tax (so determined) over $50, whichever 1s the
lesser. Such amount shall in no case exceed 26 per centum of the
tax for the tarable year 1942 (determined without regard to this
sectron and without regard to interest and additions to such tax) or
;he excess of such tax (so determined) over $560, whichever 1is the
esser.

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 wn 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 indwidual
required to make a return for the taxable year 1943 under section 61 of
the Internal Revenue Code.

(¢) AppITIONAL INCREASE IN 1948 Tax WHERE INCREASED IN-
COME.—

(1) Tax For 1942 NOT GREATER THAN THAT FOR 1943.—In the
case of a taxpayer whose Liability for the tax for the taxable year 1942
1s discharged under subsection (a), and whose surtox net income for
the base year plus $20,000 18 less than that for the taxable year 1942,
the tax imposed by Chapter 1 of the Internal Revenue Code for the
taxable year1943 shall be increased by the excess of 76 per centum of
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 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 sum 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 against net tncome;

(2) Tax FOR 1942 GREATER THAN THAT FOR 1943.—In the case
3/ a taxpayer whose Liability for the tax for the taxable year 1942 is

1scharged under subsection (b) und whose surtax net income for the
base year plus $20,000 13 less than that for the taxable year 1943, the
tax imposed by Chapter 1 of the Internal Revenue Code for the taz-
able year 1943 shall be increased by the excess of 76 per centum of
the tax tmposed by such chapter for the taxable year 1943 (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 income for such taxable
year which 1s 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 tazable year 1943, and the net income for such taxable year after
allowance of all credits against net income,
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For the purposes of this subsection ‘‘base year” means any one of the
tazable years 1937, 1938, 1939, or 1940, to be sclected by the taxrpayer.
(d) RurLes For APPLICATION OF SUBSECTIONS (4), (B), AND (C).—

(1) APPLICATION OF SUBSECTION (B) TO MEMBERS OF ARMED
rorces.—If the tazpayer 1s 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
tax for 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 inclusion in the net income for the taxable year
1942 of the amount of the earned net income (as defined in section
26 (@) (4)).

(2) Joint rETURNS.—If the taxpayer either for the tazable year
1942 or for the taxable year 1943 makes a joint return with his
spouse, the tazxes of the spouses for the taxable year for which a joint
return 1s not made shall be aggregated for the purposes of subsections
(@), (b), and (c), and in case the taxable year for which a joint
return 18 not made is the taxable year 1943, the liability for the
wncrease in the tax for the taxable year 1943 under subsections (b)
and (¢), shall be joint and several.

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

(4) SECcTION 107 INCOME ATTRIBUTED TO BASE YEAR.—That
portion of the compensation which is received or acerued in the
taxable year 1942 (f the tax for such year is not greater than that
for the taxable year 1943), or in the taxable year 1943 (if the tax
for such year is less than that for the taxable year 1942), and which
under section 107 of the Internal Revenue Code 1s altributed to the
base year, shall for the purposes of subsection (c) be excluded in
computing the surtax net income for the taxable year 1942 or 1943,
as the case may be, and be included in computing the surtaxr net
tncome for the base year.

() PARTNERSHIP BUSINESS FORMERLY OPERATED AS CORPORA-
r1oN.—1If, 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 at any time prior to May 1, 1943,
acquired by such individual or a partnership of which he is a partner
pursuant to the complete liquidation of such corporation, and if at
all times after such liguidation wp to and including the taxuble
year 1942 (if subsection (a) 1s applicable) or the taxable year 1943
(if subsection (b) is applicable) the trade or business of such cor-
poration was carried on by such indwidual or partnership, for the
purposes of subsection (¢) such individuel may compute his surtax
net income 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 partnershap is proportionately
less than his wnterest in the corporation, his distributwe share of
such dividends shall for the purposes of this paragraph be adjusted
to reflect such difference.

(6) CERTAIN PORTIONS OF INCREASE IN 1943 TAX NOT PART OF
ESTIMATED TAX.—The amount by which the tax for the tazable year
19/438 is increased under subsection (a), (b) (2), or (¢) shall not be con-
sidered to be a part of the tax for such tarable year for the purposes
of sections 68, 69, 60, and 294 (a), (8), (4) and (6) of the Internal
Revenue Code.

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

(¢) ExrensioN oF TiME FOrR PavyMENT oF Porrions or INCREASE
IN 1943 Tax.—

(1) TwWENTY-FIVE PER CENTUM INCREASE UNDER SUBSECTION
() or (B).— At the election of the taxpayer, made under regulations
prescribed by the Commissioner with the approval of the Secretary,
the Commissioner shall, except as hereinafter promded, extend the
time for the payment of the portion. of the tax for the taxable year 1943
equal to one-half of the amount of the 26 per centum increase therein
under subsection (a) or (b) (2) for the taxable year 1943, in which
case such portion shall be paid on or before the fifteenth day of the
Jifteenth month following the close of the tazable year. The Com-
massioner may condilion 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 Commissioner deems necessary, conditioned upon the payment
of such amount in accordance with the terms of the extension.  If such
amount s not paid on or before the date on which it s payable, 1t
shall be paid upon notice and demand from the Collector. If such
amount 18 not paid on or before the date 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 centum per annum for the pertod beginning with the
date on which such amount is payable and ending with the date on
which it is paid.

(2) INcREASE UNDER SUBSECTION (0).—At the election of the
taxpayer, made under regulations prescribed by the Commaisstoner
with the approval of the Secretary, the Commaissioner shall, except
as hereinafter provided, extend the time for the puyment 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
paid in four equal annual installments, the first of which shall be
paid on the fifteenth day of the fifteenth month following the close of
the taxable year, and of the remaining installments one of which
shall be paid on the last day of each succeeding twelve-month period,
except that any installment may be paid prior to the date prescribed
Jfor its payment. The Commissioner may condition the extension
upon the furnishing by the taxpayer of a bond in such amount,
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not exceeding the amount of such increase, with such surety or
sureties, as the Commissioner deems necessary, conditioned upon
the payment of such amount in accordance with the terms of the
ertension.  If the time for the payment of such portion 1s extended,
there shall be collected, as a part of the tax, interest on each install-
ment at the rate of 4 per centum per annum for the period begin-
ning with the date prescribed for the payment of the tax for such
taxable year and ending with the date on which such installment 1s
paid or the date on which it is payable, whichever s the earlier. If
any installment s not paid on or before the date on which it is pay-
able, it and the remaining installments shall be paid wpon notice
and demand from the Collector. If any installment is not paid on
or before the date on which it is payable, there shall be collected,
as part of the tar, interest on such installment at the rate of 6
per centum per annum for the period beginning with the date on
which such installment 1s payable and ending with the date on
which it is paid.

(f) Trearsent oF PayMeENTS oN Account or 1942 Tax—Any
payment (other than interest and additions to the tax) made on account
of the tax imposed by Chapter 1 of the Internal Revenue Code for the
taxable year 1942 upon a tarpayer whose liability for such tax is discharged
under subsection (a) or (b) chall be considered 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 tac granted by the Commaisswoner prior to Sep-
tember 1, 1948, payment of the portion thereof which if such extension had
not been granted would have been payable under section 56 (b) prior to such
date shall be made notwithstanding subsection (a) or (b), but the fforegoing
provisions of this subsection shall apply to any such payment.  In case the
tawpayer becomes delinquent prior to September 1, 1943, 1n the payment of
such tax or any installment thereof, subsection (a) or (b) shall not relieve the
taxpayer of his liubility for the tax, but the foregoing provisions of this sub-
section shall be applicable to payment of such Lability. If any payment
on account of the tax imposed by such chapter for the taxable year 1942 1s
made pursuant to a joint return made by husband and wife for such taxable
year, and such payment 1s considered as @ payment on account of the estr-
mated tax for the taxable year 1943, such payment may be treated as a
payment on account of the estimated tax of either the husband or the wife
for such taxable year or may be divided between them.

() Use or Tery “Taxanre Yrear”.—For the purposes of this
section the terms “‘taxable year 1937, “taxable year 1938, “‘taxable
year 1939”7, “taxable year 1940, ‘‘taxable year 1942", and ‘‘taxable
year 19483" mean, respectively, the taxable year beginning in 1937, 1938,
1939, 1940, 1942, and 1943, respectively; and ‘‘taxable year” as applied
to the taxable year 1942 or 1943 shall not include any period of less than
twelve months unless occasioned by the death of the taxpayer or unless
there is no taxable year of twelve months beginning in suc;b calendar year,

(h) Reaurarions.—This section shall be applied in accordance with
requlations prescribed by the Commissioner with the approval of the
Secretary.
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SEC. 7. ADDITIONAL ALLOWANCE FOR MEMBERS OF ARMED
FORCES.
(a) In Generan.—Section 22 (b) (13) of the Internal Revenue Code
(relating to additional allowance for military and naval personnel in
computing net income) 1s amended to read-as follows:

“(18) ADDITIONAL ALLOWANCE FOR MILITARY AND NAVAL
PERSONNEL.—In the case of compensation recewed during any
tazable 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 Unated 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 $1,600.”

) Errrecrive Dare—The amendment made by subsection (a) shall
apply with respect to taxadble years beginning after December 31, 1942.

SEC., 8, ABATEMENT OF TAX FOR MEMBERS OF ARMED FORCLS
UPON DEATH,
Chapter 1 of the Internal Revenue Code is amended by inserting after
section 40/ the following new supplement:

“Supplement U—Abatement of Tax folr Members of Armed Forces Upon
Death

“SEC. 421. ABATEMENT OF TAX FOR MEMBERS OF ARMED FORCES
UPON DEATH,

“In the case of any individual who dies on or after December 7, 1941,
while in active service as @ member of the military or naval forces of the
Inited 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
amposed by this chapter shall not apply with respect to the taxable year
an which falls the date of his death, and the tax under this chapter and
under the corresponding title of ecch prior revenue law for preceding
tarable years which s unpaid at the date of hs death (including interest,
additions to the tax, and addilional amounts) shall not be assessed, and
1if assessed the assessment shall be abated, and f collected shall be credited
or refunded as an overpayment.”’

SEC. 9. ASSISTANT COMMISSIONERS. .

Subchapter B of Chapter 89 of the Internal Revenue Code is amended to
read as follows:

“SUBCHAPTER B—ASSISTANT COMMISSIONLERS

“SEC. 3906, APPOINTMENT,

“There shall be 1n the Bureaw of Internal Revenue two Assistant Com-
missioners, who shall be appointed by the President, by and with the
advice and consent of the Senate.

“SEC. 38906, DUTIIS,

“The Assistant Commissioners shall perform such duties as may be
prescribed by the Commissioner or required by law.”
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SEC. 10. EXTENSION OF TIME IN CONNECTION WITH RELEASE
OF POWERS OF APPOINTMENT.

Section 403 (d) (3) of the Revenue Act of 1942 1is amended by striking
out “July 1, 1943" wherever it appears and inserting in liew thereof
“March 1, 1944°; and section 462 (c) of the Revenue Act of 1942 s
amended to read as follows:

““(¢) RELEASE BeEFoRE MarcH 1, 1844.—

“(1) A release of @ 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 cnlpplau to all calendar years prior to
1 344 ofnd to that part of the calendar year 1944 prior to March 1,
19447

And the Senate agree to the same.

R. L. DoucgHrTON,

HaroLp KnuTsoN,

Dawnien A. ReEp,

Tuomas A. JENKINS,
Managers on the part of the House.

Warter F. GEORGE,

Davip 1. WawLsH,

Bennerr CHaMp CLARK,
Harry F. Byrp,

ArtHUurR H. VANDENBERG,
James J. Davis,

Joun A. Dawaner (with

reservations),
Managers on the part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes of the two Houses on the amendments of the Senate
to the bill (FH. R. 2570) to provide for the current payment of the
individual income tax, and for other purposes, submit the following
statement in explanation of the effect of the action agreed upon
by the conferces and recommended in the accompanying conference
report:

COLLECTION OF INCOME TAX AT SOURCE ON WAGES

DESCRIPTION OFF HOUSE AND SENATE BILLS,

Part IT of subchapter D of chapter 1 of the Internal Revenue Code
provides for collection at the source of a tax of 5 percent on the excess
of all wages paid on or after January 1, 1943, over a specific exemp-
tion of $624. The amount of tax collected at source under this
provision is allowed as a credit against Victory tax and any excess
thercof over the Victory tax imposed under part I of subchapter D
is allowed as a credit against other income taxes imposed under chapter
1. Section 2 of the House bill would amend part 1T of subchapter D
to provide for collection of a tax at source on wages paid on or after
July 1, 1943, at a rate of 3 percent upon the excess of the wages paid
over a specific exemption of $624 and a rate of 17 percent (which was
designe(r to approximate the yield of the normal tax and the first-
bracket surtax on such wages) upon the excess over a withholding
exemption, the amount of which depended on the employee’s family
status. Thus, the combined rates approximated the net Victory tax,
the normal tax, and the first-bracket surtax on such wages. TIn [ieu of
withholding at the flat percentage rates on the excess of the wages
over the exemptions, employers were granted an option to wltl\holp{
tax determined under tables provided in the bill under which the two
portions of the tax were combined into a single amount to be withheld
from each wage payment.

The Senate bill adopts the basic system of collection at source
as provided in the House bill but makes a number of technical changes
which are explained below.  Under the bill as passed by the Senate,
the methods of collection, payment, and administration of the with-
holding tax were coordinated generally with those applicable to the
Social Security tax imposed on employees under section 1400 of the
code. This proposal was made in order to facilitate the work of
both the Government and the emplover in administering the with-
holding system.  Accordingly, section 2 of the Senate bill places the
20 poreent withholding provisions in a new subchapter D of chapter 9
of the code. The new subchapter is entitled “Collection of Income
Tax at Source on Wages.”  This amendment requires & change in the
numbering of the various sections discussed below. This system of
collection of income tax at source, like other income-tax laws, will
apply in the Virgin Islands.

28
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Definitions.

Subchapter D under the bill as passed by the Senate consists of
sections 1621 to 1627, inclusive. Section 1621 provides definitions
of the more important terms used in subchapter 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
an employee for his employer. Certain of the exceptions provided
in 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
in 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 & member of the military or naval forces of the United States,
other than pensions and retired pay includible in gross income. The
addition of the expression “‘includible in gross income under Chapter
1" is a clerical change required by a further clerical change in section
1622 (a) from the provisions of the corresponding section 466 (a) of
the code.

The exception provided with respeet to remuneration for services
performed for a foreign government or instrumentality thereof was
amended in the Senate bill (exception (5)) to make clear that the
exception extends to remuneration paid to employees by theCommon-
wealth of the Philippines. The exception was also amended to make
certain that the services must be pcrl]ommd for the particular govern-
ment, or branch of such government. .

The exception provided in existing law for services as an employce
of a nonresident alien individual, foreign partnership, or foreign
corporation, if such alien or foreign entity is not engaged in trade or
business within the United States, was eliminated. In many cases,
although not engaged in trade or business in the United States, such
employers do have an office or place of business therein or agents by
whom wages are paid to citizen or resident employces in the United
States. The amendment requires the tax to be withheld in such cases.

Section 1621 (a) (6) provides an exception for remuncration paid
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. This is the same clerical change as that
made in the House bill from a similar exception relating to the require-
ment: of withholding contained in section 466 (a) of the code. The
effect of this exception is generally to exclude from withholding all
nonresident alien mdividuals who are subject to withholding under
the provisions of section 143 of the code. By express provision, the
exception does not extend to residents of a contiguous country who
enter and leave the United States at frequent intervals, Thug resi-
dents of Canada and Mexico falling in such category who are employed
within and receive remuneration for services performed within the
United States will 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 and are 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 cxceptions from withholding for such individuals under
regulations prescribed with the approval of the Secretary.

Gxception (8), relating to services performed while outside the
United States, i8 a clarification of existing law designed to facilitate
the use of certain presumptions 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 a new provision excepting from 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 exception provided in paragraph (8) thereof with respect to
services performed outside the United States does not extend to wages
paid for services performed on an American vessel or upon any vessel
as an employee of the United States employed through the War
Shipping Administration. Hence, withholding is required upon the
wages paid to (1) employces performing services on or in connection
with an American vessel (as defined in seetion 1426 (g) of the code)
under a contract of service which is entered into wibﬁin the United
States or during the performance of which the vessel touches at a
port in the United States and (2) employees serving on or in connec-
tion with any vessel as an employee of the United States employed
through the War Shipping Administration. 'This is in accordance
with present administrative practice under existing law.

The term “payroll period” is defined in section 1621 (b) and is
identical with that contained in the IHouse bill and in scetion 465 (a)
of the code. The Senate bill, however, added a definition of the
term  “miscellancous payroll period.” This term embraces any

eriod for which a payment of wages is ordinarily made to the omployee
Ey his employer other than a weekly, biweekly, semimonthly, monthly,
quarterly, semiannual, or annual payroll period. Thus, if an em-
ployer’s ordinary practice is to pay his employees for periods of 10
days, such 10-day periods are miscellancous payroll periods.

Seetion 1621 (¢) defines the term “employee’” in the same terms as
the House bill and section 465 (d) of the code.

Sccetion 4656 (¢) and (e¢) of the code contains definitions of the
torms “withholding agent”” and “employer,” respectively.  Under the
House bill and under the bill ag passed by the Senate, the definition
of withholding agent has been eliminatod. Both bills generally
define the term “employer” to mean the person for whom an individual
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performs or porformed any service, of whatever nature, as the em-
ployee 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 individual, foreign partnership, or
foreign corporation pays wages to a citizen or resident of the United
States, and the case of the person making payment of wages in situa-
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 ceftain typoes of pension payments, The House bill provided
for these cases by an exception to the general definition of the term
“employer” which provided that if the wages are paid by a person
other than the person for whom tlie services are or were performed,
the term “employer’” means the person paying such wages. The
Senate bill has restated the exception in order to make clear that it is
designed solely to meet unusual situations and not intended as o
departure from the basic purpose to centralize responsibility for with-
holding, returning, and paying the tax and furnishing receipts.

Accordingly, the Senate bill provides in section 1621 (d) (1) that if
the person for whom the services are or were performed does not have
control of the payment of the wages for such services the term
“employer’” means the person having control of the payment of such
wages. Section 1621 (d) (2) provides that in the case of a person
who pays wages on behalf of a nonresident alien individual, foreign
partnership, or foreign corporation, which is not engaged in trade or
business within the United States the term “employer’” means the
person who pays the wages.

As stated, section 1621 (d) makes it clear that the responsibility for
withholding, paying, and returning the tax and furnishing receipts
rests with the emp%oyer, except as otherwise specifically provided in
section 1624, In the case of a corporate employer having branch
offices, the branch manager or other representative may actually, as
a matter of internal administration, withhold the tax or prepare the
receipts required under section 1625, but the responsibility and legal
duty for withholding, paying, and returning the tax and furnishing
the receipts rests with the corporate employer.

Under the bill as passed by the Senate, the tax required to be
collected ot the source is based upon the excess of the wage payment
over the amount of the withholding exemption provided in section
1622 (b). The amount of the withholding exemption in a specific
case is in general dependent upon the status of the individual employce
as single, married, cte.; upon the nuwmber of his dependents; ana, in
the case of an employed married person whose spouse is also employed,
the amount, of the withholding exemption elaimed by each spouse. In
all cases the withholding exemption will be determined by the em-
ployer upon the basis of the information relative to status set forth
in a withholding exemption certificate required to be furnished by the
employee. According{y, definitions have heen provided in sections
1621 (e) to (k), inclusive, for the purpose of enabling the employer
to determine the status of wage earners with respect to the with-
holding exemption.  Under these definitions, which are identieal in
all but one respect with those contained in the House bill, the terms
“single person,” “married person,” “head of a family,” and “‘depend-
ent,” have the meanings assigned to such terms for the purpose
of the personal exemption and oredit for dependents in section 25
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and the regulations prescribed thercunder, but the pplication of
the appropriate amount of withholding exemption. in each case
depends upon the furnishing of a withholding exemption certificate
stating that the individual occupies the deseribed status or is entitled
to the withholding exemption with respect to dependents. If no
certificate setting forth the status of the employee is furnished, no
withholding exemption is allowed; and tax will be withheld upon
tho gross amount of the wage payment. If husband and wife are hoth
employed, each may claim one-half of the withholding exemption
allowed a married person or they may agree to allow one spouse to
claim all of the withholding exemption, and the other spouse to claim
none of the withholding exemption. The option in such case ex-
tends only to the withholding exemption allowed a married person
which under the definition is termed the “personal exemption for
withholding.”

The withholding exemption provided with respeet to dependents
must be claimed by the spouse who furnishes the chief support for such
dependent whether or not such spouse claims any part of the personal
exemption for withholding. In the case of the head of a family
having one or more dependents, one of such dependents is to be
omitted in determining the number of dependents for the purpose of
the withholding exemption with respeet to dependents,  The only
respect in which the Senate bill differs from these provisions in the
House bill is that the former proposes to qualify the definition of
the term “married person claiming half of the personal exemption for
withholding’’ contained in subsection (h) so that such amount of the
versonal exemption for withholding shall apply only where the with-
wlding exemption certificate expressly states that for the purposes
of the lax colaocted at the source on wages the employee’s spouse is
claiming not moype than one-half of the personal exemption for with-
holding. This change is designed to bring this definition in line with
tho definition of “married person elaiming all of personal exemption
for withholding.”

Requirement of withholding.

The House bill expressed the withholding requirement in terms of
two portions of the tax required to be colleeted at source. The
portion required to be withheld at the rate of 17 porcent was bhased
upon thoe excess of the wage payment over the amount of a withholding
exemptlion which approximated the personal exemption of the wage
earner under the regular income tax plus eredit for dependents plus
10 percent of such exemption and eredit, the combined amounts
being prorated in accordance with the Tength of the particular pay-
roll period.  The portion required to be withheld at the rate of 3
percent was based upon the exeess of each wage payment over the
prorated withholding exemption of $624 provided for Vietory tax
purposes.  Thus, the employer would first apply one withholding
exemption and rate to each payment of wages, then he would apply
another withholding exemption and rate to such payment, and hy
adding the two rvesults would arrive at the total amount of tax to be
withheld.  This amount would approximate the net Victory tax, the
normal tax, and the first-hracket surtax on such wages,

The Senate bill is designoed to achieve this samo obéoct‘ivo of with-
holding on wages an amount approximating the net Victory tax, the
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normal tax, and the first-bracket surtax on such wages, but it is so
framed that the employer will not be required to make two separate
computations and add the result of each in order to arrive at the
amount of/tax required to be withheld from any one employee,

To accomplish this objective of simplifying the work of, cmployers,
section 1622 under the Senate bill changes tﬁe aggregate .withll’loiding
exemption of $552 for single persons provided m the House bill to
$624; the withholding exemption of $1,320 for married persons to
$1,248; and the withholding exemption of $408 for cach -dependent
to $312. These amounts are termed the family status withholding
exemptions. Withholding would then be applied at the single rate
of 20 percent on all amounts paid in excess of these exemptions,
prorated in accordance with the length of the payroll period. The
Senate bill provides, however, that in no case may the tax to be
withheld be less than 3 percent of the amount of the wages for each
payroll period in excess of the prorated $624 Victory tax exemption,

The reason for the provision i section 1622 (a) that the amount to
be withheld shall in no event be less than 3 percent of the amount in
excess of the Vietory tax withholding exemption is that the family
status withholding exemption of a wage earner might equal or exceed
the amount of his wages so that no withholding for normal tax and
first-bracket surtax should take place, while at the same time his
Victory tax withholding exemption might be less than the amount of
his wages so that withholding for Vietory tax purposes should take
place.  In other words, the provision is necessary to insure withhold-
ing for Victory tax purposes in the case of single persons with depend-
ents having incomes between $624 and the applicable exemption under
the 20-percent withholding, which ranges upward from $624 depend-
ing on the number of dependents, and in the case of married persons
or heads of family with incomes between $624 and the applicablo
exomption under the 20-percent withholding, which ranges upward
from $1,248 depending on the number of dependents.  To illustrate;
John Smith is a married person claiming the whole of the personal
exemption for withholding and has one dependent.  IHis weekly wage
is $30. His weekly family status withholding exemption is $30 (524
hecause he is a married person claiming the whole of the personal
exemption for withholding, plus $6 beeause of his,one dependent).
Since his weekly family status withholding exemption equals the
amount of his weekly wage, there will be no withholding for normal
tax and first-bracket surtax purposes.  However, John Smith’s weekly
Vietory tax withholding exemption is $12, and since his weekly wago
is $30, he has a Vietory tax liability, and his employer will withhold
$0.54 (3 percent of $18).

The specific wago lovels at which only the 3-pereent rate is applicable
are readily ascertainable, and the Commissioner’s regulations can
furnish a list of those levels so that employers will not need to mako
computations in order to determine whether the 3-percent or full 20-
percent rate is applicable, IFor example, a married person with one
dependent who claims all of the personal exemption for withholding
and who receives less than $33.18 a week will be subjeet only to a
withholding tax of 3 percent on the amount received in excess of the
provated $624 Victory tax exemption. Ior all such persons receiving
a weekly wage of $33.18 or over the rate of withholding will be 20
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percent on the amount in excess of the applicable family status with-
holding exemption.

Under the Vietory tax withholding provisions the liability for
withholding is placed upon the person having countrol of the payment
of wages. Section 1622 under the Senate bill, like the House bili,
specifically designates the “employer” as the person required to with-
hold and collect the tax. This is a clarifying change. A clerical
amendment in the House bill eliminated the provision in section 466 (a)
which restricts the withholding to wages includible in gross income.
The same changoe is made in the Senate bill. This limitation, which
was designed to exclude from withholding the amount of any wage
payment exempted under the law from the tax imposed by chapter 1
of tho code, is rendered unnccessary by the changes made in the
definition of tho term “wages.” The phrase “to any individual’”’ was
stricken from the requirement of withholding in order to avoid any
implication that withholding should not apply mercly because wages
are received by a corporation, such as a corporate exccutor of a
deceased employee.

Withholding exemption.

The amount of the withholding exemption applicable with respeet
Lo any payment of wages is determined under the provisions of section
1622 (b) under the Senate bill. The House bill changed the term
“withholding deduction’ contained in the Vietory tax provisions to
“withbolding exemption’” in order to avoid confusion. The latter
designation is also used in the Senate bill.  For convenience of refer-
ence, the withholding exemption allowable in computing tax at the
20-percent rate has, m the Senate bill, been designated the “family
status withholding exemption” and that allowable -in computing
tax at the 3-percent rate the “Vietory tax withholding exemption.”
The amount of the withholding exemption applicable to all wage pay-
ments is determined under the schedules provided in section 1622 (b)
and tho rules relative to the application of such schedules in certain
types of cases are provided in paragraphs (2), (3), and (4) of subsection
({;). The schedule of family status withholding exemptions applicable
for the purpose of the 20-percent rate provided in subsection (a) (1) is
ag follows:

Family status withholding exemplion

Marrled per- | pqieneqg Married Each d A

son clalming arried per- arrfed per- | Each depend-

, Singlo | Wholoof per- | SPR G | SO GRERE 1 et O
Payroll pertod porson '}ii'r'i‘\‘vﬁ?fnfffn'fn'ﬂ'.’" sonal exomption|sonal exemption| pendent in the

or head of B for withhold- | for withhold- |enasoof the head

famnily fng ing of o family
Weokly. o oo niieecamaaaas $12.00 £24. 00 $12.00 0 £0,00
Biweekly........... . 24,00 48, 00 24.00 0 12,00
Hemimonthly . 26,00 52,00 20. 00 0 13.00
Monthly. ..o, 52, (H) 104. 0 62. 00 0 20,00
Quarterly . ... . 160. 00 312.00 150. 00 0 78.00
Semilannual ... ... ..., 312,00 624,00 312,00 0 156. 00
Annunl.. ool 624. 00 1,248.00 624. 00 0 312.00
Dally or miscellaneous

(per day of such period) .. 1.70 3.40 1.70 0 .85
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The schedule of Victory tax withholding exemptions for the with-
holding rate of 3 percent is as follows:

V{ctorr fax
. withholding
Payroll peripgd: ezemplion
Weekly - o e $12. 00
Biweekly e e 24, 00
Semimonthly .- eeem- 26,00
Monthly . . 52, 00
Quarterly . e 156. 00
Semiannual e e 312, 00
Amnual eeno 624, 00
Daily or miscellaneous (per day of such period) . oo oo on s 1. 70

The first schedule was changed in the Senate bill from that con-
tained in the House bill, for the reasons stated above. The latter
schedule is the same as that provided 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 &
single day’s service in the case of a daily or miscellaneous payroll
period, and the designation, ““Victory tax withholding exemption.”
Except for the designation, the schedule is the same as that in the
House bill.  Under the rules prescribed in paragraphs (2) and (3) of
the subsection, the daily or miscellancous payroll period exemption
will be used for computing the amount of the withholding exemption
in the case of wages paid on a daily basis, for any period not other-
wise provided for in the schedules, or for wages paid without regard
to any period. Tor instance, in the case of wages paid for a 10-day
payroll period, the amount of the withholding exemption applicable
18 $1.70 per day multiplied by the number of days in such period, or
$17. The same rules apply to the withholding exemption schedule
applicable for the purpose of computing the tax at the 20-percent
rate,

The rules preseribed in paragraphs (2), (3), and (4) of section 1622
(h) are the same in substance as those provided in paragraphs (2), (3),
and (4) of section 466 (b) of the code, and the samo as those in the
House bill, The Senate bill inserts ‘“ withholding" before “ exemption.”
This is a clarifying change.

Paragraph (4) of scetion 1622 (b) is substantially the same as para-
graph (2) of section 466 (b) of the code except that it is made clear
that the rule there preseribed is applicable only if authorized by the
Commissioner under approprinte regulations. Under this provision,
if wages ave paid for a pertod of less than a week or, in the case of
wages paid without regard to any period, if the time deseribed in
paragraph (3) is less than 1 week, the employer may, if so authorized
by the Commissioner, compute the amount of the tax on the basis of
the oxcess of the wages paid during the calendar week over the with-
holding exemption allowable for a weekly payroll period.  If the em-
ployer is not authorized to use such method, the tax will be based
upon the oxcess of the wages paid, prorated on a daily basis, over the
amount of the daily withholding exemption of $1.70.  The application
of this provision is illustrated by the following example:

If & married person (having no dependents) claiming all of the per-
sonal exemption for withholding receives in a calendar woek $8 per
day for 4 days, his employer may be authorized to withhold upon the
amount in excess of $24 (or $8) at 20 percent, so that the total amount
withheld would be $1.60. Hence, undor such method withholding

I, Repts., 78-1, vol, 8———-48
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would apply beginning with the payment made for the fourth day,
since the employee would have received $24 for the first 3 days. On
the other hand, if not so authorized, the employer must use the
amounts specified in the schedules for a daily 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 pro-
vision which, in order to simplify the work of the employer who with-
holds under the schedule method, permits him to round out the wages
to the nearest dollar in computing the amount of tax to be withheld.

Paragraph (5) of scction 466 (b) of the code provides that the total
withholding exemption allowed an employee with respect to wages
received from any one employer during the calendar year shall not
exceed the amount of the withholding exemption allowable for an
annual payroll period. This limitation operates to prevent an exces-
sive withholding exemption and consequent underwithholding of the
tax in those cases in which the employee receives regular wages plus
additional wages in the form of bonuses, commissions, etc. The
Senate bill, like the House bill, eliminates this paragraph as un-
necessary. Under section 1622 (i) in the Senate bill, the Commissioner
is vested with authority to provide appropriate rules for the determin-
ation of the withholding exemption applicable in such cases under
which the withholding exemption allowed to an employee in any
calendar year shall approximate the withholding exemption allowable
with respect to an annual payroll period.

Wage bracket withholding.

Under the provisions of section 1622 (¢) under the Senate bill, em-
ployers may at their option withhold a tax determined under tables
rovided in such section to he deducted from each wage payment,
uch tax shall be in licu of the tax computed under the percentago
rates and required to bo withheld under the provisions of subsection
(a). The chango made in subsection (b) un({er the Senate bill with
respect to the withholding exemption made it possible to provide one
table applicable to cach payroll period for n.llI employees, regardless
of their marital and dependency status. The resulting redesigning
and reduction in the number of tables should substantially simplify
the employer’s task and the amounts withheld will very closely
approximate the amounts which would be withheld under the more
numerous tables of the Iouse bill. Under this section, tables are
provided for weekly, biweckly, semimonthly, and monthly payroll
seriods.” Ifor the convenience of employers making payment 0!I wages
}or payroll periods other than those comprehended by the above-
mentioned tables, or for periods which do not constitute a payroll
poriod, or making payment of wages without regard to any particular
period of time, a further table described as the table applicable to a
daily payroll period or a miscellancous payroll pariO({ is provided.
Under tbis table the amount of the tax required to be withheld is
determined by multiplying the amount of tax shown opposite tho
articular daily wage bracket by the number of days in the period
or which wages are paid or, in the case of wages paid without regard
to a period of time, by the number of days which have elapsed between
such wage payments, since the date of commencement of employment
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dm‘]ingr1 the calendar year, or January 1, of the calendar year, whichever
is the later.

The rules pelating to the application of tho above-mentioned tables
. to specific types of cases are prescribed in paragraphs (2), (3), and (4)

of section 1622 (c¢) under the Senate bill.  These rules are in.substance
the snme as those prescribed in paragraphs (2), (3), and (4) of section
466 (b) of the code, and are identicaﬁ apart from minor changes, with
those prescribed in the House bill, for the purpose of determining the
amount of the withholding exemption in cases where the tax is de-
termined by application of the percentage rate to the wages paid. For
example, it wages are paid for a period which does not constitute a
payroll period, paragraph (2) of section 1622 (¢) provides that the
amount of tax to be withheld shall be computed by multiplying the
tax shown opposite the appropriate wage bracket in the miscellancous
table by the number of days contained in the period for which such
wages were paid. Paragraph (4) of tifat scction provides that if
wages are paid for a period of less than 1 week the employer may be
authorized by the Commissioner to compute the tax under the table
applicable in the case of a weekly payroll period. If the employer is
authorized to use the table applicable to tht weekly payroll period,
the aggregate of the wages paid to the employee during the calendar
week shall be considered as the weekly wage.

Paragraph 5 of section 1622 (¢) under the Senate bill is a new pro-
vision which, in order to simplify the work of the employer who with-
holds under the table method with respect to employees whose wages
exceed the highest wage bracket in any table, permits him to round
out the wages to the nearest dollar in computing the amount of tax
to be withheld.

Tax paid by recipient. .

Section 1622 (d) under the Senate bill is substantially the same as
section 466 (d) of the code and the corresponding provision of.tho
IHouse bill. However, the language has been changed in order to
make clear that nothing contained in the subsection should be con-
strued to relieve the employer of the duty imposed by law to with-
hold and pay the tax. Under this provision, pnyvment by the recipient
of the income of the tax required to be withheld by the employer
relieves the employer from payment of the tax but does not relieve
him from liability for additions to the tax or penalties for failure to
withhold, collect, and pay the tax in accordance with the provisions
of the subchapter.

Nondeductibility of tas.

Section 1622 (e¢) under the Senate bill provides that the tax with-
held and collected at the source on wages shall not bo allowed as a
deduction either to the employer or the recipient of the income in
computing net income. However, provision is made by an amend-
ment to section 35 of the code for credit for tax withheld at source
in the case of the recipient of the income. This represents a clerical
change from the House bill.

Refunds or eredits.

Subsecetion (f) provides that the refund or eredit of any overpay-
ment of the tax l'etiuircd {o be withheld and collected shall be made
to the employer only to the extent that the amount of the overpay-
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ment was actually withheld and collected from the employee. 'The
provision differs from the House bill by reason of the fact that the
provisions of law applying to the Social Security tax on employees
under section 1400 have been made applicable.  The subsection con-
tains a cross-reference to the provision for credit or refund to recipients
of income in the case of excessive withholding.

Included and excluded wages.

Subsection (g) under the Senate bill is identical with the correspond-
ing provision of the Iouse bill. This subsection provides that if the
remuneration paid for services performed during one-half or more of
any payroll period constitutes wages, all the remuneration paid for such
period shall be deemed to be wages; but if the remuneration paid for
services performed during more than one-half of such payroll period
does not constitute wages, then none of the remuneration paid for such
period shall be deemed to be wages. The subsection has application
only to remuneration paid for a period of not more than 31 consecutive
days which constitutes an estnl){ished payroll period within the mean-
ing of the definition contained in section 1621 (b). It has no applica-
tion to remuncration paid at irregular intervals or to remuneration
paid without regard to any period.  The 31-day limitation is intended
to minimize changes in pay periods in order to avoid withholding,
Withholding exemption certificates.

Subsection (h) of seetion 1622 under the Senate bill requires every
employee receiving wages to furnish his employer a siened withholding
exemption certificate in such form and containing such information as
the Commissioner may, with the approval of the Seeretary, by regula-
tions preseribe. The purpose of the certificate is to enable the em-
ployer to determine the amount of the withholding exemption applie-
able Lo the wages of each employee or, if the employer elects under
seetion 1622 (¢) to adopt wage-bracket withholding, the amount to he
withheld under that subseetion.  The status of the employce as singlo
person, married person claiming all of personal exemption for with-
holding, married person claiming half of personal exemption for with-
holding, married person claimng none of personal exemption for
withholding, head of family, and the dependents to be taken into
account by the employer for withholding purposes, are to be deter-
mined in accordance with the certificate furnished by the employee.
Once in effect a certifieate is to continue in effect until another certifi-
eate furnished by the employee takes effect.  If no certificate is in
effect with respeet to an employee, the employer is to treat such
employee as a married person claiming none of the personal exemption
for withholding so that with respect to such employce there will be
no withholding exemption in effect.  Similarly, if the employer uses
the wage-bracket tables, the amounts to be withheld from the wages
of an employee with respect to whom there is no withholding cer-
tificate in effect are to be determined in accordance with the tables
provided in the case of a married person elaiming none of the personal
exemption for withholding. In case of a change of status, the em-
ploycee is required to furnish a new certificate not later than 10 days
after such change oceurs,  This is a change from the House bill,
designed to make clear that in the case of a change of status the
employee must furnish a new certificate showing that change,
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Under the House bill, changes in the employee’s withholding
exemption status are permitted at any time, but it is provided that
the employer shall have at least 30 days from the date of notification
of a change in status before being required to give effect to such
change. Under subsection (h) of the Senate bill the employer is
not required to give effeet to a change in status more than twice
during cach calendar year. The modified rule is as follows:

(1) If the employee turnishes a withholding exemption certificate
after the date of commencement of employment, the certificate is to
take effeet with respeet to the first payment of wages made on or
after the first status determination date which oceurs at least 30 days
from the date on which such certifieate is furnished.  Ifor the purposes
of this provision, the status determination dates are fixed as January 1
and July 1 of each year. These provisions are a modification of those
under the House bill, designed to allow employers ample time in
which to adjust payroll and other accounting records to conform to
the withholding exemption certificates furnished by employees after
the date of commencement of employment. Wherever feasible,
however, emplovers may give earlier effeet to such certificates.  (2) f
the employee furnishes a withholding exemption certificate on or
before the date of commencement of employment, the certificate is
{o take effect as of the beginning of the first payroll period ending
on or after the date on which the certificate is furmshed or with
respeet to the first payment of wages made without regard to a payroll
period on or after such date. ‘

The rules set forth under (1) above arve applicable to all wage
enrners who are employed on July 1, 1943, when the new withholding
provisions take effeet.  The rules under (2) above apply in the case
of new employment or reemployment, after an interruption in em-
plovment with the same employer, occurring after July 1, 1043, In
applying these rules in the case of an employee intermittently hirved
and rehired by the same employver at {requent intervals, such em-
plovee shall be deemed to have (-mnm(\n('mﬁ his employment at the
time of the first hiring,

Overlapping pay periods, de.

Seetion 1622 (i) under the Senate bill authorizes the Commissioner,
under regulations preseribed with the approval of the Secretary, to
provide suitable rules for the determination of the withholding ex-
emption and the application of the wage-bracket tables with respect
to various types of wage payments which do not {all readily within the
statutory pattern which is necessarily designed to fit the customary
tvpe of periodie wage payments.  The problems intended to be cov-
ered by these regulations are those arising generally in case of supple-
mentary payments in the form of bonuses, commissions, dismissal
wages, and the like, made in addition to periodic wage payments, and
payments made with respect to periods l)eginning in one calendar year
and ending in a different calendar year.  The Senate bill changed the
language of the corresponding provision of the ITouse bill in order
to make clear that the purpose of this provision is to limit the with-
holding exemption allowed to an employce i any calendar year to
an amount approximating the withholding exemption allowable with
respect to an annual payroll period.
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Payments supplementary to periodic wage payments are made in
various ways., Such payments may consist of commissions or bonuses
paid cach payroll period and covering the same or different periods
as the regular wage payment or they may be made without regard
to any particular period. The actual payment of the supplementary
remuneration may or may not coincide with an actual payment of
periodic wages. Such payments of supplementary remuneration
raise the problem as to the proper handling of the withholding exemy-
tion and the wage-bracket tables in order to provide for the allowance
of the appropriate withholding exemption and the deduction of the
appropriate amount of tax.

for example, an employee’s remuneration may consist of wages paid
at periodic intervals plus additional wages in the form of a bonus paid
at the end of each 6 months’ period. 1f the tax required to be with-
held and collected at the source is computed independently with
respect to ecach such payment of wages, after giving effect to the with-
holding exemption applicable to each such payment, it is apparent
that such employce will have been allowed the entire amount of the
withholding exemption to which he is entitled for a full calendar year,
Hence, he should not be entitled to any withholding exemption with
respect to wage payments made by the same employer during the
balance of the calendar year. The same result would obtain if the
tax on the periodic wage payments was withheld under the table
applicable to such periods and the tax on the bonus was withheld
on the percentage basis after allowance of the amount of the with-
holding exemption applicable to a 6 months’ period. It is obviously
moro desirable to have the withholding exemption to which the
employce is entitled spread over the wage payments for the entire
calendar year, Moreover, it is considered undesirable to burden the
employer with the necessity of keeping records in order to determine
at & given time the aggregate amount of the withholding exemption
previously allowed to the employee.

Under the Senate bill, as in the House bill, the maximum amount
allowable as a withholding exemption to an employee with respect
to the wages paid by any one employer during the calendar year should
approximate the amount of the withholding exemption allowed for an
annual payroll period, whether such exemption is based on the
schedules provided in subsection (b) of section 1622 or is reflected
in the tnl)]los contained in subsection (¢). Yor these reasons, it is
expeeted that the Commissioner will provide reasonable regulations
for the appropriate treatment of all such supplementary or overlapping
wage payments,  Such regulations should insure, on the one hand,
that the amount of tax withheld by the employer will approximate
the amount that would be withheld and collected if all wages paid to
the employee by such employer were paid at periodic intervals through-
out the calendar year and, on the other hand, that the employee will
receive the benefit of withholding exemptions approximating in the
aggregate the amounts specified under the schedules for an annual
payroll period.

Withholding on basts of average wages.

The Senate bill added a new provision, which is contained in
subsection (j), to permit withholding to be based on average wages.
Under this provision, the Commissioner may, under regulations,
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authorize employers to estimate the wages which will be paid to any
employce in any quarter of a calendar year; determine the amount to
be withheld 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 1n 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 tazx.

Section 467 of the code consists of subsections (a), (b), and (e).
The House bill changed the headings and combined subsections (a)
and (b) into new subsecction (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. Subsecction 465 (b) under the House bill, relating
to adjustments, was identical with section 467 (c) of the code. Under
the Senate bill the corresponding scction (sec. 1623) omits the pro-
vision for adjustments, since the adjustment authorization provision
of section 1401 (c) ofgthe code is made applicable.

Returns.

The House bill provides for quarterly returns by the employer of
tax withheld at source, The Senate bill omits the House provisions
with respect to return and payment of the tax by employers. "These
requirements, under the Senate bill, are governed by the applicable
provisions which apply to the tax imposed by section 1400. The
provisions of the House 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
income tax to a system of collection, payment, and administration
based upon the principles underlying the collection of the social-
sccurity tax on wages has been made in order to promote efficiency
and flexibility in the administration of the tax by the Government and
the operations of the employer thereunder. 'This change, however,
does not contemplate any departure from the basic prineiple that the
responsibility and legal duty for withholding and paying the tax, ete.,
rests with the employer. 1In view of this basic principle, the Senate
bill, in section 1624, retains the provision of the House bill that if the
United States, a State, Territory, or political subdivision, or the
District of Columbia, or any agency or instrumentality of any one or
more of the foregoing is the cmployer, the return of the tax may be
made by the officer or employee having control of the payment of
wages or other oflicer 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.  Subsection (a) of section 469 was amended
to eliminate the language which requires the employer to show on
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. The Commissioner is granted authority 1o 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 licu of the information returns with respect to
wages, but information returns would still be required with respect to
remuncration not subject to withholding. Under the Senate bill,
these House provisions are retained as scction 1625 (a) and (b), and
a clerical amendment is made in the heading and in the reference to
“subchapter’”’ rather than “part.” The Senate bill contemplates that
a duplicate of each receipt shall be furnished to the Government and
provides that the furnishing of such duplicates shall be in lieu of the
filing of form 1099 information returns,

Subsection (¢) of section 1625 under the Senate bill alters the pro-
visions relating to extension of time for the furnishing of receipts to
employeces. By the terms of the amendment the Commissioner under
regulations prescribed by him with the approval 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 required to be
furnished to employeces. Thus, the extension privilege will no longer
be limited to the receipt to be furnished on the day on which the last
payment of wages is made but may be applied in the case of receipts
to be furnished at the closo of the calendar year,

Penalties.

Under the House bill subscetions (a) and (b) of seetion 470, relating
to penalties for fraudulent receipts or failure to furnish receipts, are
identical with existing law. Under the Senate bill these penalty pro-
visions remain substantially the same. The section has been renum-
bered as section 1626 and certain other clerical amendments have
been made to adjust the provisions to the scction of chapter 9 of the
codo.

Under the House bill subsection (¢) of section 470 was amended to
increase from $5 to $10 the minimum addition to the tax for failure
by the employer to make and file a veturn required by this subchapter
within the time preseribed by law or prescribed by the Commissioner
in pursuance of law. The Senate bill retains this provision as sec-
tion 1626 (¢) with clerical changes required by the sIhi[t to chapter 9
of the code.

Section 470 (d) was a new provision added to the code by the
House bill. This section provides appropriate penalties np])lica?),le to
employces who willfully supply false or fraudulent withholding
exemption certificates or who willfully fail to supply information
which would decrease the withholding exemption. The penalty in
cach instance is a fine of not more than $500 or imprisonment of not
more than 1 year, or both, and such penalties are in licu of those
provided in section 145 (a) of the code. This provision with minor
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modifications is retained in the Senate bill as section 1626 (d). As
amended the statutory language makes clear that the penalties aro
applicable in the case of an employee who willfully supplies false
and fraundulént 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 eliminated
because of the change from 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 alferation an additional section
has been added to the withholding provisions, namely, section 1627,
and a subchapter E, to follow subchapter D of chapter 9, has been
added. These new provisions are discussed below.

Other Laws Applicable.

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
and not inconsistent with the provisions of new subchapter D of
chapter 9, be applicable with respect to the tax imposed under that
subchapter.

Verification of Returns.

Subchapter I of chapter 9 under the Senate bill contains certain
provisions which will apply to chapter 9 generally. Under that bill
there are two sections in subchapter I&, namely, 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-
powered under subsection (a) to require that any return, statement,
or other document required to be ﬁ?ed under chapter 9 shall contain
or be verified by a written declaration that such return, statement,
or other document is made under the penalties of perjury.  To exercise
this power the Commissioner is {o preseribe appropriate regulations
with the approval of the Seeretary. The subsection makes clear that
the declaration made under the penaities of perjury shall be in licu
of any oath otherwise required. Thus, the regulations may provide
that the oath may be dispensed with in the case of employers making
returns under chapter 9.

Subscction (h) of section 1630 provides {for penalties in the caso of
a person who willfully makes and subscribes any return, statement,
or other document, which contains or is verified by a written declara-
tion that it is made under the penalties of perjury, and which he docs
not believe to be true and correct as to every material matter. The
subsection states that such person shall be guilty of a felony, and,
upon conviction, shall be subject to the penalties preseribed for por-
jury in section 125 of the Criminal Code.

Special Provision for Payment of Withheld Taxes.

Section 1631 relates to the use of incorporated banks or trust com-
panies (which are depositaries or financial agents of the United States)
mn connection with the payment of taxes under chapter 9. Under
this section the Secrcetary may authorize such incorporated banks and
trust companies to receive any taxes under chapter 9 in such manner,
at such times, and under such conditions as he 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 subchapter D of chapter 1 of the Internal Revenue
Code. This amendment is unnecessary under the new structure pro-
vided in the Senate bill; accordingly, section 2 (b) of the Senate
bill contains other technical amendments in keeping with the rear-
rangement effected thereunder. Paragraph (1) amends section 34 of
the code by omitting refercnece to section 466 (¢), relating to credit for
Victory tax withheld at source under the system in effect prior to
July 1, 1943. Paragraph (2) amends section 322 (f) of the code, which
is likewise a cross-reference provision, 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 present credit
provision relating to the Victory tax.

Section 476 of the code provides that the taxes imposed by sub-
chapter D of chapter 1 shall not apply to any taxable year commenc-
ing after the date of cessation of hostilities in the present war, Sec-
tion 2 (¢) of the House bill amends section 476 to limit the application
of this provision to the Victory tax imposed by part I of subchapter D
of chapter 1. Section 2 (¢) of the Scnate bill amends section 476 so
that the tax imposed by part 11 of subchapter D of chapter 1 shall not
apply with respect to any wages paid after June 30, 1943. Wages (as
defined in secc. 1621 (a)) paid after that date will be subject to the
provisions of subchapter D of chapter 9,

Effective date.

Scetion 2 (d) of the Senate bill) relating to tho effective date, pro-
vides that the amendments made by section 2 (a) and (b) shall tako
effect on July 1, 1943, and shall be applicable to all wages paid on or
after such date,

CONFERENCE AMENDMENT,

The conference amendment retains with the following changes the
provisions of the Senate bill with respect to collection of income tax
at source on wages:

In section 1621 (b) the word ““daily’” has been inserted in the
definition of a miscellaneous payroll period.  This is a clerical ehange.

In section 1622 (b) (2) and section 1622 (¢) (2) the parenthetical
expression ‘‘(including Sundays and holidays)” has been inserted in
the interest of clarity. :
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Paragraph (5) of section 1621 (c) provides that in determining the
amount to be deducted and withheld under the table method the
wages may, at the election of the employer, be computed to the nearest
dollar. 'This provision has been changed to qualify the rule so as to
make it clear that it is applicable only if the wages exceed the highest
wage bracket in the applicable table. Thus, the 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 amended in order to
provide more logical rules for the effective date of withholding exemp-
tion certificates. The first rule, contained in paragraph (1), has
been limitéd to certificates furnished after the date of commencement
of employment with the employer by reason of a change of status.
The second rule, contained in paragraph (2), has been extended to
include the case of any certificate furnished otherwise than by reason
of a change of status. i

Section 1622 (h) has also been amended by ml(iing the expression
“and having no dependents”. The purpose of this change is to
avoid any misapprchension as to the consequences in a case where no
withholding certificate is in effect.

A new paragraph (4) has been added to section 1621 (i). This
paragraph authorizes the Commissioner, with the approval of the
Sceretary, to preseribe regulations for determining the manner of
withholding and the amount to be deducted and withheld, in the
case of a payment of wages by an employer to an employee through
an 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 employee. 1In such a case the withholding exemption

of the employee for any one year is to approximate the withholding
exemption allowable with respect to an annual payroll period. To
illustrate the application of this provision: Ifive companies maintain
a central agency which carries on the administrative work of the
companies. This central agency or organization consists of a staff
of stenographers, clerks, bookkeepers, and so forth. The expenses of
the central agency, including wages paid to the foregoing employees,
are borne by the companies in certain agreed proportions. Under
the arrangement, each company is the employer of each employee
on the staff of the central agency. Under the provisions of new
paragraph (4), the Comimissioner is authorized to provide that cach
such employee will be entitled in any one year only to an aggregate
withholding exemption which shall approximate the withholding
exemption nllowabae with respect to an annual payroll period, rather
than to five such withholding exemptions.

A complementary provision has been inserted as new section 1632,
This seetion is made a part of subchapter 1o of chapter 9 of the code.
(‘fonsequently, its provisions are applicable with respeet to all of the
taxes imposed under chapter 9. ‘This section provides that in case
a fiduciary, agent, or other person has the control, receipt, custody,
or disposal of, or pays, the wages of an employee or group of employees,
employed by one or more employers, the Commissioner, under regu-
Iations prescribed by him with the approval of the Secretary, is
authorized to designate such fiduciary, agent, or other person, to
perform such acts as are required of employers under chapter 9 and
as the Commissioner may specify. If such designation is made, all
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provisions of law (including penalties) applicable in respect of an
employer shall be applicable to such fiduciary, agent, or other person
so designated, except as myy be otherwise prescribed by the Commis-
sioner with the approval of the Secretary. However, 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.

Thus, in the illustration given above of the five companies main-
taining a central agency to cdrry on their administrative work, the
Commissioner may designate such central agency or organization to
perform such of the acts with respect to wiLhKolding, return and
payment of the tax, the furnishing of receipts, and so forth, as the
Comuissioner may specify. Ilowever, such a designation relicves
the employer of responsibility only to the extent that the Commis-
sioner prescribes.

The expression “an employee’ contained in section 1622 (i), follow-
ing paragraph (4) 6f that subsection has been changed to “the em-
ployee’”.  This is a clarifying change.

Section 1625 (¢), relating to extensions of time for the furnishing of
receipts, has been changed by striking out the words “to employces”,
This is a clarifying change designed to make certain that the Com-
missioner’s authority to grant extensions of time for the furnishing of
receipts extends to the receipts required to be furnished by the em-
ployer with his return of withheld taxes.

Sections 2 (¢) and (d), relating respectively to the expiration
date of the withholding provisions of the Victory tax (Part II, sub-
chapter D of chapter 1 of the code) and the effective date of the
withholding provisions under subchapter D, chapter 9 of the code,
have been changed., The change with respect to the expiration dato
of withholding under the Victory tax provides that such withholding
shall not apply with respect to any wages paid after June 30, 1943,
unless such wages are paid during the calendar year 1943 with respect
to a payroll period beginning on or before June 30, 1943, "The change
with respeet to the effective date of withholding under the bill provides
that such withholding shall take effect July 1, 1943, and shall be
applicable to all wages paid on or after such date, except that it shall
not be applicable to wages paid during 1943 with respeet to a payroll
period beginni:g before July 1, 1943,

MISCELLANEOUS AMINDMENTS

DESCRIPTION OIF HOUSIS AND SENA'TE BILLS,

Credit for tar withheld at source on wages.

Scetion 3 of the Senate bill amends seetion 36 of the code to provide
that the amount of the tax withheld and collected under subchapter
D of chapter 9 shall be allowed as a credit to the recipient of the
income against the income (including Victory) tax imposed by chapter
1. The eredit for the amount withheld during any cn‘\endn‘l' year upon
the wages is to be allowed as a eredit to the recipient of the income
agninst. the tax for the last taxable year beginning in such calendar
year.  Apart from a clarifying change this provision is substantially
the same as the corresponding provision in the House bill.
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[Crcessive withholding.

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 taz.

Section 4 (a) also adds a new paragraph (3) to section 322 (a).
This provisipn 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 he 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 unnccessary remittances by the taxpayer of the esti-
mated tax and unnccessary 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 addition 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 Commigsioner
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 bo made or permitted to be made. Among the matters to
be covered by the regulations if the authority is exercised are——

(1) Whether and to what extent and under what conditions the
taxpayer shall be allowed to take the credit on his declaration; and
(2) whether the offect of the credit (whether taken by the taxpayer
or made by the Commissioner) is to be like the eredit allowed under
section 35 of the code or like the eredit specified by section 322 (a) (1).
If, under this provision, the Commissioner authorizes a credit against
the estimated tax of the character of that prescribed in section 322
(n) (1), such credit will constitute a payment of the estimated tax
both generally and for the purposes of scetion 59 (b); and if the
determination of the overpayment proves to have been erroncous, the
year for which the overpayment was determined is adjusted.

Presumption as to date of payment.

Secction 4 (b) of the Senate bill amends section 322 (e) of the code,
relating to presumption as to date of payment, to include tax actually
withheld and collected at the source under subchapter D of chapter 9;
to insure the application of the rule to the proper taxable year; and to
provide for the application of the same rule with respect to payments
of estimated tax.
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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 make 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 liabilaty.

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-—mistakes 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 gona fide orderly compliance
with the actual or reasonably apparent duties of the taxpayer are
to be corrected under the provisions of law governing overpayments,
It is belioved that existing law so provides. The language of certain
court decisions (holding that certain payments, not made incident to
a bona fide and orderly 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. A

Under the bill as passed by the Senate, two requirements become
basic features of the income tax: (1) The declaration and payment
of the estimated tax; and (2) the withholding and collection gr;‘the
employer of tax from the wages of employees, and the return and
payment as such - ¢ the amount by the employer to the Government,
Honest mistakes mecident to faithful and orderly compliance will, of
course, oceur, just as they have in the older procedures of the tax,
The doubts expressed as to tho existence of an overpayment in case
it ultimately turns out that there is no tax, it is believed should be
put to rest, and to this end the amendment to section 3770 of the
code was inserted in the Senate bill. It is thought that tho code does
not contemplate that liability for interest can be cast on the Govern-
ment by merely dumping money as taxes on the collector, by disorderly
remittances to him oll amounts not computed in pursuance 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 the courts, in the future as generally in tho
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 & cross refer-
ence provision. ‘

Review 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
difficulty 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
code (relating to presumption as to date of payment) has been amended
in two respects: First, 1t has been changed to provide that the tax
actually deducted and withheld at the source on wages shall be deemed
to have been paid by the recipient of the income not earlier than the
fifteenth day of the third month following the close of his applicable
taxable year; second, a clerical change is made, which omits the refer-
ence to the case of a nonresident alien individual. This second change
is required by reason of the conference change which makes the return
date of certain nonresident alien individuals the same as the return
date for citizens and residents of the United States.

Section 4 (c) of the Senate bill, which amends section 3770 (a) of
the code by authorizing delegation of authority to collectors to make
refunds, has been changed to make clear that the amount involved,
i. ., $1,000, is to be determined without regard to interest, penalties,
additions to the tax, and additional amounts. Such items are, how-
over, within the scope of the authorized delegation.

The references throughout the foregoing portion of the bill to with-
holding at the source have been made uniform, so that the reference
now is to “deduction and withholding”. These are clerical changes,
and do not effect any change in substance.

CURRENT PAYMENT OF TAX NOT WITHHELD AT SOURCH

DESCRIPTION OIF HOUSE AND SENATE BILLS,

The ITouse bill provided for a system of current payment of indi-
vidual income tax only to the extent of a so-called estimated basic
tax (net Vietory tax plus normal tax plus first-bracket surtax) on
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 income 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 the
code, which are cross-reference provisions, and inserts in lieu thercof
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 see. 1621). The
current payment system is designed to provide for collection during
the taxagle year of the remaining tax liability for such year. Accord-
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 on wages, and for the current
collection of the normal tax and surtax on income not subject to with-
holding at source. The amount of the 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 the House bill, non-
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. The Senate
bill excepted all nonresident aliens from the operation of the current
payment system, ,

‘he 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 of the
actual gross income for the preceding taxable year, and the pecsonal
status of tho individual as single or married at the time nrescribed
for the making of the'declaration. Under the House bill, the amounts
of gross income which determined the necessity for a declaration of
estimated tax were based upon the amounts which determined the
necessity for a return under section 51. Under the Senate bill pro-
vigion is made for declarations jof estimated tax in certain cases by
porsons required to make returns of Victory tax under the provisions
of section 455, even though such persons would not be required to
make returns under the provisions of section 51. These amendments
are designed to collect the Victory tax currently in the case of indi-
viduals who are not subject to withholding at the source and to
equalize the system of cuirent collection ag between such persons and
persons subject both to the Vietory tax and the regular income tax.

Under the conditions set forth in section 58 (a) in the Senate bill
every individual who, at the time prescribed for tho making of the
declaration, is single or is married but not living with husband or wife
shall ixfmxko and file a declaration of his estimated tax for the taxable
year if—

(1) His gross income from wages (as defined in sec. 1621) can
reasonably bo expected to exceed $2,700 for the taxable year; or
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(2) His gross income from wages (as defined in sec. 1621) did
eXeeed $2,700 for the preceding taxable year; or

3) It can reasona.b{y be expected that for the taxable year his
gross income from sources other than wages (as defined in sec.
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 see. 1621) did exceed $100
and his gross income.from all sources for the preceding taxable
year was $500 or more.

Every individual who, at the time preseribed for the making of the -
declaration, is married and living with husband or wife shall make a
declaration of his estimated tax for the taxable year if —

(1) It can reasonably be expected that for the taxable year,
such individual will receive gross income from wages (as defined
in sec. 1621) and the aggregate gross income of such individual
and such spouse from wages will exceed $3,500; or

(2) In the preceding taxable year, such individual received
gross income from wages (as defined in see. 1621) and the aggre-
gate gross income of such individual and such spouse from wages
exceeding $3,500; or ‘

" (3) Itcanreasonably be expected that for the taxable year such
individual will receive gross income from sources other than wages
(as defined in see. 1621), the aggregate gross income of such
individual and such spouse from sources other than wages will
exceed $100, and (a) the gross income from all sources of such
individual will exceed $624 or (b) the aggregate gross income of
such individual and such spouse from all sources will amount to
$1,200; or

(4) In the preceding taxable year such individual received gross
income from sources other than wages (as defined in see. 1621),
the aggregate gross income of such individual and such spouse
from sources other than wages exceeded $100, and (a) the gross
income from such sources of such individual for the preceding
taxable year exceeded $624, or (b) the aggregate gross income from
all sources of such individual and such spouse for the preceding
taxablo year was $1,200 or more,

Tor the purposes of section 58, the amount of the gross income which
the taxpayer can reasonably be oxpected to receive or, in the case of
a taxpayer upon the accrual basis, the amount which can reasonably
be expected to accrue, shall be determined upon the basis of the facts
and circumstances existing as of the time preseribed for the making
of the declaration,

Contents of declaration,

Subsection (b) of section 58 in the Senate bill preseribes the rules
relative to the form and content of the taxpayer's declaration of esti-
mated tax. Itisrequired generally that the declaration shall be in such
form and contain such information as may be preseribed by the Com-
missioner under regulations approved by the Seceretary. Subsection
(b) specifically requires that the declaration shall state (1) the amount
which the taxpayer estimates as the amount of his tax under scetions 11
and 12, or section 400, as the case may be, and the Vietory tax imposed

H, Repts,, 78--1, vol, 3——44
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by section 450 (adjusted for the 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 wife.

Under the provisions of subsection (¢) of section 58 in the Senate
bill, & husband and wife living together at the time prescribed for
making a declaration may clect 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 signed and
verified by both spouses. If the declaration is signed by one spouse
as agent for the other, authorization for such action must accompany
the declaration. No joint declaration is permitted if either husband
or wife is a nonresident alien. If the husband and wife make a joint
declaration but do 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 them
in any manner they see fit.

Time and place for filing declarations.

The time and place for filing declarations of estimated tax required
under scction 58 under the Senate bill are prescribed in subsection
(d) of such section. Such declarations must be filed on or before the
15th day of the third month of the taxable year by every person
whose then anticipated income for the current taxable year or whose
actual income for the preceding taxable year meets the requirements
of subsection (a). In the more usual case of taxpayers on the cal-
endar year basis, such declarations are to be filed on or before the
15th day of March. In the case of taxpayers on a fiseal year basis,
such date will be the 15th day of the tLird month of the particular
fiscal year. If, under the provisions of -subsection (a), a declaration
is not required on or before the 15th day of the third month of the
taxable year but subsequent thereto the facts and circumstances are
such that the gross income for the taxable year can reasonably be
expected to meet the requirements of such subscetion, a declaration
of the estimated tax liability is required to be filed. In such event,
tho declaration must be filed on or before the 15th day of the last
month of the quarter of the taxable year in which the requirements of
subsection (a) are first met. Tor instance, a single person was hired
on January 2, 1944, at a salary of $2,400 per annum. Ile had no
other source of income, could not reasonably expect to receive any
other income, and did not receive any income during the preceding
taxable year. In the absence of any change 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
makes his income-tax return on a calendar year basis, a declaration
of his estimated tax liability for the taxable ycar 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-
dence 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, Md. 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 preseribe with the
approval 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 comparable
provision of tlie House bill, except that the Senate bill applies the
same rules relative to extension to payment of the estimated tax.

Rules applicable to declarations.

Subsection (f) relating to persons under disability, provides that
if the taxpayer is unable to make his own declaration a declaration
shall be made by a duly authorized agent or by the guardian or other
person charged with the care of the person or property of such tax-
payer. In such case, the taxpayer and his agent s{mll be responsible
for the declaration as made and incur liability for any penalties pro-
vided for erroneous, false, or fraudulent declaration.

Under subsection (g), it is provided that the fact that an individual’s
name is signed to a filed declaration shall be prima facie evidence for
all purposes that the declaration was actually signed by him,

Subsection (h) makes applicable to declarations of estimated tax
the provisions of seetion 55, relating to publicity of returns,

With the exception of the foregoing section 58 (h) and the differ-
ences due to the basic difference in the systems of current payment of
tax in the House bill and in the Senate bill, section 58 of the Senate

bill is substantially the same as the corresponding section 58 of the
House bill.
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Payment of estimated taz.

Section 59 of the Senate bill is substantially the same as section 59
of the House bill except for technical amendments necessitated by the
requirement for current payment of the entire tax instead of only the
basic tax as under the House bill,and a clarifying amendment relating
to installment payments of the estimated tax.

Under the provisions of new section 59, if the declaration of the
estimated tax is made on or before the fifteenth day of the third month
of the taxable year, such tax shall be paid in four equal installments,
In such case the first installment shall be paid at the time of filing the
declaration, the sccond installment on the fifteenth day of the sixth
month, the third installment on the fifteenth day of the ninth month,
and the fourth installment on the fifteenth day of the twelfth month
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. IFor example, if the declara-
tion is filed on the fifteenth day of the sixth month of the taxable year,
the estimated tax shall be paid in three equal installments,

If, pursuant to section 58 (e¢), the Commissioner grants an extension
of time within which to make a declaration of estimated tax, install-
ments of such tax shall be paid at such time and under such conditions
as the Commissioner may prescribe.

If a taxpayer files an amended or revised declaration of estimated
tax, the remaining installments of estimated tax shall be ratably
increased or decreased, as the case may be, to reflect any change made
in the previously estimated tax by such amendment or revision. Ifor
example, on March 15, 1944, the taxpayer filed a declaration of esti-
mated tax for the calendar year 1944 in the amount of $600. An
installment of $150 was paid at the time of making such declaration.
However, on June 15, 1944, the taxpayer filed an amended declaration,
disclosing an estimated tax for the taxable year of $300 instead of the
$600 originally estimated. As a result of such amended declaration,
the installments of estimated tax required to be paid on June 15,
September 156, and December 15 will each be $50.

At the electior of the taxpayer, any installment of estimated tax
may be paid prior to the date preseribed for its payment,

K’S stated above, section 58 (e) authorizes the Commissioner, under
certain conditions, to grant an extension of time for payment of the
estimated tax.

The scction further provides that payment of the estimated tax
shall be cousidered payment on account of the income (including
Victory) tax imposed by chapter 1 for the taxable year., The tax-
payer will, of courss, have to file his regular income tax return as
usual, and on such return the estimated tax paid will be taken into
account. All such payments of estimated tax are for the purpose of
the provisions of law relating to refund or credit of the tax imposed
by chapter 1, including the provisions relating to interest on over-
payments of such tax, deemed to have been paid on the fifteenth day
of the third month following the close of the taxable year.

Subsection (b) of section 59 provides that the estimated tax shall be
assessed only to the extent paid.  Thus, the collector may not dis-
train for any unpaid installment of estimated tax. Such provision,
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howeveg, shall not be construed to prevent the application of section
146 relating to the closing by the Commissioner of the taxable year.
Special rules for the application of sections 68 and 69.

New section 60 under the Senate bill provides special ryles for the
application of sections 58 and 59 relating to the declaration and pay-
ment of the estimated tax. Subsection (a) allows the individual whose
estimated gross income from farming for the taxable year is at least
80 percent of his total estimated gross income from all sources for the
taxable year the option of filing hisdeclaration on or before the fif-
teenth day of the last month of thetaxable year, in licu of the time
preseribed for other individuals under section 58 (d). This provision
recognizes the difficulty of estimating in the carly part of the taxable
year the amount of income which will be derived from ordinary farm
operations. Weather conditions, plant and animal diseases, ravages of
insects and other pests, are among the factors which contribute to the
uncertainty of such income. The estimated gross income from farm-
ing is the estimated income of the farm entreprencur from the cultiva-
tion of the soil and the raising or harvesting of any agricultural or
horticultural commodities, and the raising of livestock, bees, or
poultry. In other words, the requisite gross income must be derived
from the operations of a stock, dairy, poultry, fruit, or truck farm, or
plantation, ranch, nursery, range, or orchard.

Subsection (b) of new section 60 authorizes the Commissioner, with
the approval of the Secretary, to preseribe suitable regulations for the
application with respect to short taxable years of section 58, 59, and
204 (a) (33, (4), and (5), added to the Infernal Revenue Code by the
hill. ~ Thus, the rules applicable to short taxable years with respect
to the declaration and payment of the estimated tax, and additions
to the tax for failure to make a timely declaration of estimated tax,
timely payment of installments of estimated tax, or for substantial
underestimates of tax, are to be established by regulations,

Subsection (¢) preseribes the special rule governing the transition
to the system of current payment of the income tax on income not
subject to withholding at source. The subsection provides the rule
applicable with respect to the filing of the first declaration required
under the bill.  In the case of a taxable year which is the calendar
yvear 1943, the declaration is to be filed on or before September 15,
1943. In the case of a taxable year which is a fiscal year beginning
after January 1, 1943, the declaration shall be filed on such date as
the Commissioner, with the approval of the Seccrctary, may by
regulations preseribe.  Apavt from the date for filing the first declara-
tion, all of the other rules preseribed in the bill with respect to declara-
tions generally shall be applicable to such first declaration.  “T'he sub-
section makes it elear that the payments which taxpayers are required
to make with respeet to their 1942 tax shall be applied to deerease
ratably the installments of estimated tax for taxable years beginning
in 1943.

Additions to taa.

Section (5) (b) of the Senate bill adds to section 294 (a) of the code
three new paragrapls numbered (3), (4), and (5). These paragraphs
contain sanctions relating to the filing of declarations and payment of
installments of estimated tax and to the proper 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 {)rescribed 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 ofthecode. 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 prescrihed 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 23 percent of the
tax imposed on 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 underestimate 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 csti-
mated tax closely approximating the actual liability for the year.
In the case of individuals other than farmers exercising the election
under section 60 (n), an addition to the tax imposed by chapter 1 is

rovided in the event that the amount of the estimated tax (increased
Ey 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 parenthetical expressions represent a change from the comparable
provision of the House 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 zero. 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. The 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 chapter 1 so determined; or the difference in
dollars, whichever is the lesser. To illustrate: (1) Taxpayer A 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 with-
holding credit, $800, over the amount which he estimates as the with-
holding credit for tax withheld at source on wages, $600. His tax for
the year, determined without regard to the withholding credits, is
$1,200. The actual amount of tax withheld on his wages is $700.
Kighty percent of his tax for the year determined without regard to
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the withholding credits, is $960. The amount of the estimated {ax,
which "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 actual 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 (3760 minus $750). Since the dollar amount penalty is less than
the penally 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 (¢) the same
penalties are made applicable 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-
ment payments of tax in the case of all individuals subject to the
gystem of current collection of income taxes provided in the bill.
The 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
the taxable year should not create a hardship in any case where a
reasonable and proper estimate is made during the taxable year.
Degpito the amendment made by subsection (d), any payment of tax
or any payment of an installment of tax due and payable hefore Sep-
tember 1, 1943, shall be made in accordance with the requirements of
the present law. In other words, a taxpayer on the calendar year
basis, who pays his 1942 tax liability i installments, must pay his
March 15, and June 15, 1943, installments of 1942 tax.

Iiffective date.

Subsection (o) of section 5 of the Senate bill provides that the
amendments made by section 5 of the bill shall be effective with
respect to taxable years beginning after December 31, 1942. Thus,
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tho system for current payment of individual income tax not withheld
at source applies only to taxable years beginning on or after January
1, 1943.

CONFERENCE AMENDMIENT,

The conference amendment 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 made applicable,
Thus, generally speaking, the current tax payment system will apply
to certain nonresident alien individuals who are residents of a con-
tiguous country and who enter and leave the United States at fre-
quent, intervals. Such aliens, with respect to wages received for
gervices performed in this country, are subject to tax in the same
manuar and to the same extent as citizens of the United States.
Since they will be subject to withholding on such wages, failure to
include them within the current tax payment system would cause
a considerable doubling up in the payment of their taxes. Tho
necessary change to effect the inclusion of these aliens is contained
in the opening sentence of section 58 (a). Ior the purposes of the
contents of the declaration, such aliens shall estimate the amounts of
all of the credits allowable with respect to taxes withheld under
section 143 and withheld on wages.

Paragraph (3) of section 58 (a) under the conference amendment is
a new provision which extends the scope of the declaration require-
ment in order to cover a situation arising from the operation of scetion
6 (b). Under this provision a declaration of estimated tax for the
taxable year beginning in 1943 is required from an individual who was
required to make a return for the taxable year beginning in 1942,
and whose gross income from wages for such 1942 taxable year exceeds
the gross income which can reasonably be expected to be received
from wages for the 1943 taxable year. This provision is designed to
require an individual to file a deelaration and pay as a part of estimated
tax the amount of the excess of his 1942 tax liability over his 1043 tax
linbility (by reason of section 6 (b) (1)), in the case where such in-
dividual would otherwise not be required to file a declaration for tho
taxable year 1943,

Section 58 (b) (1) has been changed by striking the reference in the
Senate bill to ““the amount of tax under sections 11 and 12, or 400, as
the case may be, and section 450", and inserting in lieu thercof:
“the amount of tax under this chapter”. This is a clarifying amend-
ment.

Section 5 (d), which amends section 56 (b) of tho codo, has been
changed to remove the installment privilege in the case of the non-
resident alien individuals to whom withholl(ling under subchapter D
of chapter 9 is made applicable. This provision is required by reason
of the inclusion of such individuals in the current tax payment systom.

A new subsection (6) has been added to section 5 of the bill, "This
subscclion amends sections 217 (a) and 218 (a) of the code to provide,
in effect, that nonresident alien individuals to whom withholding
under subchapter D of chapter 9 is made applicable shall file returns
and pay tax at the time provided in the eage of citizens and residents
of the United States, The purpose of this provision is to coordinato
tho return and payment date of such individuals with the date appli-
cable to others to whom the current tax payment system applies.
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Subsgcetion (f) of the conference amendment (corresponding to
subsection (e) of the Senate bill) contains a change which precludes
the application of scetion 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 FROM DOUBLE PAYMENTS IN 1948

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 differs materially from the corresponding section of the
House bill. This difference 1s occasioned by the fact that under the
House bill the system of current collection of tax liabilities is applied
only to normal tax, surtax at thoe first bracket rate and the net Vie-
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 the House 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 the first bracket rate. Thus, the 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 same.

The Senate bill ealls for the collection currently of the entire tax
linbility. Section 6 of the Senate bill meets the problem of transi-
tion by discharging the entire liability for the taxable year commenc-
ing in 1942,  Under subsection (a) of section ¢ this discharge is made
applicable as of September 1, 1943, to all persons to whom the system
of current collection of tax liabilities applies, with the exception of
any case in which the taxpayer is convieted of any eriminal offense
with respect to the tax for the taxable year 1942 or in which addi-
tions to the tax for such taxable year ave applicable by reasons of
fraud. It is also provided that interest and additions to the tax for
the taxable year 1942 shall be collected as a part of the tax for the
taxable year 1943,

In order, however, to prevent certain windfalls as a result of the
discharge, subsections (b) and (¢) of section 6 of the Senate bill pro-
vide for an increase of the 1943 tax liability in certain situations,
Thoe net effect of these increases, which is more fully explained below,
is to reduce the amount of the relief from 1842 tax liability, but for
administrative reasons the entive 1942 tax liability is discharged and
the reduction is couched in terms of an increase in the 1943 liability
which would otherwise bo due. There are no comparable provisions
in the House bill.

Subsection (b) of sccetion 6 of the Senate bill provides a special
rule applicable in cases in which the 1942 tax would have been greater
than the 1943 tax, In such a case an amount equal to the excess of
the 1942 tax over the 1943 tax (in both instances dotermined without
regard to interest, additions to the tax, and credits for amounts with-
held at source) is added to the 1943 tax liability. Ior example, a
taxpayer who is married but has no dependents and who had a net
income for the taxable year 1942 of $10,000 and would, therefore, bo
liable for a tax in thg amount of $2,152 for the year 1942 but for the
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provisions of subscetion (a) of section 6, is nevertheless liablo for that
minimum amount of tax for the year 1943, even though his net income
for 1943 were to drop to a figure which would produce o tax liability
less than $2,152. If, for example, his net income for the year 1943
were only $2,000, producing a tax liability of approximately $180, he
would have added to his Liiability 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 inapplicable with respeet 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. The determination of the portion of the
excess of 1942 tax over 1943 tax which is attributable to carned 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 the
1943 tax which is to be paid currently during the taxable year. There-
fore, on the occasion of the taxpayer’s filing his declaration 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
taxpayer will include any increase resulting from the operation of sub-
gection (b) of this section. Thus, in the case of a calendar year tax-
payer (other than a taxpayer who entered the armed forces in 1942
or 1943) who elected to pay his 1942 tax in installments, the September
and December installments of estimated tax can never be less than
one-fourth of the 1942 tax less whatever amount is estimated to bo
withheld at source.

Subseetion (e) of section 6 of the Senate bill contains two additional
gituations in whicly the 1943 tax liability is increased as a vesult of,
in effect, reducing the amount of the 1942 tax liability discherged.
In both of the situations covered under subsection (¢), however, the
resulting increase in the 1943 tax is considered not to be a part of
the 1943 estimated tax which is to bo paid currently during the
taxable year. Such increase, therefore, is required to be paid at the
time prescribed for the payment of the tax for the 1948 year, Sub-
seetion (d) of this section, which will be subsequently discussed,
provides for a manner in which this increase may be paid over a
period of 4 years, In effect, in each of the situations covered under
subsection (¢) the principle involved is the same, namely the reduction
in the amount of relief from tax liability for 1942 or 1943, whichever
year is the measure of relief, from a full year’s velief to a lower amount,
in cases where the taxpayer’s income has risen substantially when
compared with the income of a previous period,  This lower amount
of tax relief is obtained by computing a tentative tax for the year
otherwise serving as the measure for relief, based on the amount of
the surtax net income of the bage year plus $10,000.  As in subsection
(b) the tax for the year 1942 is technically discharged and the excess
of tax liabdity over tho relief so computed is added as an increase of
1943 tax. ‘The subsection provides that the increase in tax will be
determined under regulations of the Commissioner. 1t is contempla-
ted that such regulations will preseribe the details velating to the
comparisons of the years involved, the computations »f the tentative
tax on which such merease is based, the method of cetermining the
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composition of the income on which the tentative tax is computed,
and other matters involved.

The first situation covered by the Senate bill in subsection (c) of
section 6 is one in which the tax for the taxable year 1942 (determined
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 taxable years 1938, 1939, or 1940, which-
ever may be selected by him (herea{};er referred to as the base yoar),
plus $10,000 is less than the surtax net income of the taxpayer for the
taxable year 1942, In such a case relief from the liability for the
taxable year 1942 is limited to an amount equal to a tentative tax
computed as if the portion of the surtax net income for the taxable
year which is not greater than the sum of the surtax net income for
the base year plus $10,000 constituted both the surtax net income for
the taxable year 1942 and the net income for such taxable year aftor
allowance oty all credits against net income. The effect of this provi-
sion is to limit the discharge of the 1942 liability to an amount of tax
computed on an amount of surtax net income and net income equiva-
Jent to that of the base year plus $10,000 computed at the 1942 rato
rather than on the income for 1942. 'The amount of income on which
tho tentative tax is computed is composed of the same type of income
as the income of the 1942 taxable year. 'Thus if the 1942 income
consisted entirely of capital gains the tentative tax would be com-
puted as a tax on capital gains. The excess of the 1942 tax over the
tentative tax computed in this manner is discharged and the amount
of such oxcess is added as part of the 1943 tax liability,

An example will illustrate the application of this provision. Tax-
payer A had a surtax net income of $5,000 for his base year. In 1942
he had a tax liability of $13,002. Ior 1943 his tax without regard to
this section amounted to $14,000. Iis surtax net income for 1942
was $30,000 and was composed entirely of dividends and intorest.
By taking the amount of his surtax net income for his base year of
$5,000 and adding to it the sum of $10,000, a tentative tax for 1942 for
incomo thus constituted would be $4,680. Thus, the amount by
which the tax for 1943 is inereased is the difference betweon $13,002
and $4,680 or $8,322.,

The second situation covered in subsection (¢) is one in which the
tax for the taxable year 1942 (determined without regard to interest,
additions to the tax and credits for amounts wit,hhe%d at source), is
equal to or greater than the tax for 1943 (similarly determined) and the
surtax net income of the taxpayer for the base year plus $10,000 is less
than the surtax net income for the taxable year 1943, Where the tax
for 1942 exceeds the tax for 1943, subsection (b) initially operates to
increase the 1943 tax by the amount of the excess, In such a case the
retief from liability for the taxable year 1942 is further limited by
subsection (¢) to an amount equal to a tentative tax computed as if the
portion of the surtax net income for the 1943 taxable year which is not
greater than the sum of the surtax net income for the base year plus
$10,000, constituted both the surtax net income for the taxable year
1943 and the net income for such taxable year after allowance of all
credits against net income., An additional factor is present when
reforence is had to 1943 as the year for measuring the relief owing to
tho fact that Victory tax is applicable to this year. It is necessary,



62 OURRENT TAX PAYMENT ACT OF 1048

therefore, in arriving at the tentative tax to compute a tontative
Victory tax based on an amount determined by a ratio based upon
relationships with respect to the types of 1943 incomes. Thus, the
computation in this situation is similar to the computation made in
the first situation covered, but the comparison between the surtax net
income of the taxable years and the excess amount of tax over the
tentative tax is based on the surtax net income of the 1943 year and
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 of the
Internal Revenue Code, is attributed to the base year selected by the
taxpayer, such income shall be excluded in computing the surtax net
income of the relief year and shall be included 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 regulations prescribed by the
Commissioner with the approval of the Secrctary, the time for the
payment of the portion of the tax for 1943 equal to the increase
occasioned by the application of subsection (c¢) shall be extended.
If so extended such portion of the tax shall be paid in four equal in-
stallments, tho first of which shall be paid on the fifteenth day of the
fifteenth month following the close of the taxable year and one of the
remaining three installments shall be paid on the last day of cach
succeeding 12-month period. It is provided that the Commissioner
may condition this extension upon the furnishing of a bond not ex-
ceeding the amount of such increase with such surety or surecties as
he may deem necessary. - If the time is extended for payment of this
portion of the tax, it is provided further in this subsection that there
shall be collected as a part of the tax, interest in the amount of 4 per-
cent per annum on each such installment from the date preseribed for
the payment of the tax for the taxable year until the dato on which
such installment is paid or payable whichever is the earlier. If any
installment is not paid on or before the date on which it is payable,
it and tho remaining installments shall be paid upon notice and de-
mand from the collector and interest at the rate of 6 percent per annum
is to be collected from the payable date until the date of payment.

Subsection (o) of the Senate bill provides special rules for the appli-
cation of subsections (b) and (¢) and requires that in computing the tax
for tho taxable year 1943, the credit for foreign tax shall be determined
without regard to any increasoe in the 1943 tax by reason of subsections
(b) and (c). It further provides that in applying scctions 105, 106,
and 107 of the Tnternal Revenue Codoe (relating to limitations on
tax) any increase in the tax occasioned by subsections (b) and (c)
ghall likewise be disregarded. 'This subsection also contains a pro-
vision for the computation of the increase in tax under either sub-
section (b) or (¢) where a joint return is made by a taxpayer to whom
cither ono of the subscetions apply. The rule is stated that the taxes
of tho spouses of the taxable year for which a joint return is not made
shall be aggregated for the purposes of subsections (b) and (¢), and,
in addition, provides that if the taxable year for which a joint return
is not made is the taxable year 1943, the liability for the increase in
the tex under subscctions (b) and (c) shall be joint and several.
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Tii the Senate bill subsection (f) of section 6 provides that subsection
(n) shall not apply to an individual who died during tho taxable year
1942. Thus, no amount of the tax liability of such a person is
discharged. '

Subsection (g) of section 6 of the Senate bill provides for the troat-
ment 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 the taxable
year 1942 upon a taxpayer whose liability is discharged under sub-
section (a) is considered as payment on account of the 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 likowise treated as a payment of estimated tax
for 1943 and is required to be paid despite the fact that the provisions
discharging the tax liability are effective as of September 1, 1943,
If the taxpaycr should become delinquent prior to September 1 in the
payment of his tax or any installment, the fact that the liability for
1942 tax is discharged as of that date is specifically provided as not
relieving the taxpayer of his liability for the tax., Such payment,
however, is to be treated as a timely payment would be, namely, as a
payment on account of estimated tax liability for 1943, 'The effect
of this subsection is to require taxpayers who have elected to pay in
installments to continue undiminished their payments on account of
1942 tax liability for all installments which would be duc before
September 1, 1943.  In the event of an extension of time or of delin-
quenecy occurring before September, the legal consequenges resulting
are no_different from what they would be under existing law and only
after the payments for which time has been extended or which have
become delinquent have been paid, do such payments take the char-
acter of payments on account of estimated tax for 1943. 'This sub-
section further containg the rule that if any payment on account of the
tax for 1942 is made pursuant to a joint return, the payment may bo
treated as a pavment on account of the estimated tax of eithor the
husband or the wife or may be divided between them,

Subsection (h) of section 6 of the Senate bill contains the definition
of the term “taxable year” when used in reference to the years 1938,
1939, 1940, 1942, or 1943 in the section. Tt provides that the term
means the taxable year beginning in such enumerated year, When used
in conjunction with 1942 or 1943 it does not mean any taxable yoar of
less than 12 months, unless such short year is occasioned by the death
of the taxpayer or unless there is no taxable year of 12 months begin-
ning in thoe calendar year, Thus there will be no relief from tax
liability with respect to the short taxable yoar 1942 where a taxpayor
offects a change from a calendar- to a fiscal-year basis but the 12-month
fiscal year beginning in 1942 will bo the yenr for which tax is
discharged.

CONFERENCE AMENDMENT,

Tho conference amendment retains with the following changes the
provisions of the Senato bill with respect to relief from double pay-
ments in 1943:

In place of the 100 percent discharge of tax liability for most tax-
payers, the committee of conference adopted the policy of 75 pereent
discharge of such liabilities where the total liability is in excess of $50.
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As in tho 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 discharged and the 1943
tax liability is increased 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 equal
to 26 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 increased. 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, ete., 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 the withholding is specifically made
inapplicable by regulations), and such individuafs 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-
ments of tax to this country, they are included in the provisions of
section 6 of ‘the bill, discharging tax liability for the taxable year 1942,
Since the fixed incomo from investments of such persons is withheld
on at the source currently under existing law, the discharge of tax
liability applicable to such persons as in the case of all other persons
is measured in the terms of tax imposed under chapter 1, which means,
as it does throughout the law (unless specifically stated otherwise),
the net tax liability after credits against tho tax.

As in the Senate bill, subsection (b) of section 6 provides that the
amount of tax liability in effect discharged shall be measured by the
1943 tax liability in cases in which that liability is less than the 1942
tax liability, As in the Senate bill, in this case the 1942 tax liability
is technically discharged and any excess of the 1942 over the 1943 tax
liability is added to the 1943 tax liability. In such a case the addi-
tional 26 percent of tax, or excess of tax liability over $50, whichever
is the lesser, which is added to the 1943 tax, is computed on the lesser
amount of tax liability, namely that for 1943,  For example, under the
conference amendment a person whose tax for 1942 was $1,000, and for
1943 was $800, would be ‘inble for a 1943 tax in the amount of $1,200
S-‘BSOO plus $200 plus 25 percent of $800), and his 1942 tax would be
discharged.

The comparison to determine whether the 1942 or the 1943 tax
liability is tho greater is made on the basis of tax liability before the
(L])Flication of credits afminst the tax for amounts withheld at source.
Where tho 1942 tax liability is not greater than that for 1943, the 25-
percent increase is determined on the hasis of the tax imposed (i. e.,
net tax liability after creditg) for 1942, For the purposes of determin-
ing the amount of the increase in the 1943 tax liability where the 1942
tax liability is greater, the tax imposed (i. e., not tax liability after
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credits) for 1942 is used with respect to the year 1942 and the tax
imposed| plus tho credits for tax withheld at source under sections
466 (o) and 35 of the code is used with respect to the year 1943, The
difference in the two taxes so determined is the increase to be added.
TIfor 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 (o) and 35 are used.

The conference amendment recognizes that, in tho case of a non-
resident alien or a person holding substantial aviounts of tax-free
covenant bonds, there might be a situation where an individual’s tax
before credits for tax withheld at source for 1942 would exceed his tex
for 1943 similarly determined, but the tax imposed for 1942 would be
less than his tax imposed for 1943 plus credits for withheld tax on
wages under sections 35 and 466 (e), so that there would be no excess
of 1942 tax liability over 1943 tax liability. In such a case the confer-
ence amendment limits the 256-percent inorease in the 1943 tax to 25
percent of the net tax for 1942, or the excess of such tax over $50,
whichever is tho lessor. This limitation is necessary to achieve the
result that the measure of discharge of tax liability shall be the tax
linbility of the year in which tho lesser tax is imposed.

The conference amendment makes some changes in the treatment of
cases of increased incomes found in subsection (¢) of section 6 of both
the Senate bill and the bill as agreed to in conference. The texable
year 1937 is added to the years from which the taxpayer may select
his base year. In addition, it is provided that $20,000, instead of
$10,000, is to be added to the surtax net income of the base year in
computing the tentative tax which is the limit of discharge of tax
liability. If the tentative tax so computed is less than 75 percent of
the tax liability for the year which is the measure of relief, the excess
of such 75 preent of tax liability over the amount of tentative tax is
made an additional increase in the 1943 tax.

By reason of a technical rearrangement, special rules for the appli-
cation of the provisions relating to discharge of tax liability aro to be
found in subsection (d) of section 6 of the bill as agreed to in confer-
ence rather than in subsection (¢) of that section as in the Senate bill,
These rules, in addition to the points discussed hereafter, relate to
(1) the n.ppficntion to the taxable year 1943 of the foreign tax credit
(par. (3)); (2) tho application to the taxable year 1943 of the limita-
tions on tax rate effected by sections 105, 106, and 107 of the code
(par. (3)); and (3) the rule to be followed in the case where joint and
separate returns are made by a husband and wife for the taxable
vears 1942 and 1943 respectively, or vice versa (par. (2)).

In addition, as a further technical rearrangement, there is included
in paragraph (1) of subsection (d) the rule found in subsection (b) of
section 6 of the Senate bill excepting from the increase in the 1943 tax
the oxcess of the 1942 tax over the 1943 tax to the extent attributable
to earned net incomo in the case of persons who were members of the
armed forces during 1942 or 1943. In the Senate bill this exception
was applicable to a member of the military or naval forces of the
Unitocll States. The conference amendment makes this exception
applicable also to & member of the armed forces of any of the United
Nations. Instead of the use of tho phrage “attributable to earned
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net income” in the Senate bill, the conference amendment excepts
from the increaso-—
an amount equal to the amount by which the tax for taxable yoar is inoreased by

reason of the inclusion in the net income for the texable year 1842 of tho amount
of the earned net income,

This change is designed to make certain that the carned net incomoe in
this respect is to be taken out of the upper tax brackets.

The conference amendment 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 died in 1942. 'There is also incorporated, as paragraph (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.

The conference amendment adds to subsection (d) of section (8), as
paragraph (5), an additional rule for the application of subsection (c).
This rule provides that, if during the base year of an individual,
such individual was a sharcholder in a corporation and if substantially
all of the assets of the corporation were acquired by such individual
or a partnership of which he is a member pursuant to complete liqui-
dation of the corporation at any time prior to May 1, 1943, and i} ab
all times after the liquidation up to and including whichever of the
two taxable years, 1942 or 1943, is the measure of discharge of the
- taxpayer’s liability, the trade or business of the corporation was
carried on by the individual or partnership, the individual may
compute his surtax net income of the base year as if the earnings and
ywofits of the corporation for taxable year ending with or within the

ase year had al{ been distributed as dividends at the end of such
taxable year. 'The individual’s distributive share of these hypo-
thetical dividends is limited to his proportionate share in the pariner-
ship during the taxable year used as the measure of his dischargo of
tax liability if such interest is proportionately less than his interest
in the corporation,

Subsection (d) of section 6, in paragraph (6), provides that the 25
percent increaso in 1943 tax required under subsections (a) or (b) (2),
or the additional increase under subscetion (¢), shall not be considered
to be a part of the tax for the taxablo year 1943 for the purposes of
the estimated tax provisions, Thus these inereases would for the
first time be reflected in the annual returns filed in 1944, A similar
provision was incorporated in subsection (c) of section 6 of the Senate
bill with raspeet to the subsection (¢) inereaso.

The conference amendment incorporates in paragraph (2) of sub-
gection (o) of section 6 the rule with respect to granting extension of
time for the payment of any increase in 1943 tax resuﬁing from the
application of subsection (¢). The substance of this provision is the
same as that found in the Senate bill in subsection (d) of this section,
Paragraph (1) of subsection (e) under the conference amendment con-
tains provisions for the extension of time for payment of the 25-percent
increase resulting from the application of subsections (a) and (b) (2).
This paragraph provides that, at the clection of the taxpayer, the
Commissioner shall extend the time for payment of the portion of the
tax for the taxable year 1943 equal to one-half of the amount of the
25-porcent inerease under subsection (a) or (b) (2). 'T'he time for pay-
ment of this one-half is extended to the 15th day of the fifteenth month
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following the close of the taxable year. As in the case of the increase
under gubsection (¢), the Commissioner may condition the extension
upon the furnishing by the taxpayer of a bond not exceeding the
amount with respect to which the extension applies, with such surety
or sureties as he may deem necessary, conditioned upon the payment
of the amount in accordance with the terms of the extonsion. If the
amount is not paid on or before the date on which it is payable as a
result of the extension, it is to be paid on notice and demand from the
collector; and if not paid on the payable date, interest at the rate of
6 percent per annum 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 arid ending on the
date on which it is paid. .

By reason of the technical rearrangement, the conference amend-
ment includes, with minor technical changes, in subsection (f) of sec-
tion 6 the substance of the provisions found in subsection (g) of
section 6 of the Senate bill. This subscction relates to the treatment
of payments on account of the 1942 tax.

Under the conference amendment subsection (g) incorporates the
provisions of subsestion (h) of section 6 of the Senate bill.

The conference amendment adds a new subsection (h) providing
that the entire section 6 shall be applied in accordance with regulations
prescribed by the Commissioner with the approval of the Secretary.

ADDITIONAL ALLOWANCE FOR MILITARY AND NAVAL PERSONNEL

DESCRIPTION OI' THIZ HOUSE AND SENATE BILLS.

Section 22 (b) (13) of the code makes provision for an exclusion
from gross income in the case of personnel below the grade of com-
missioned officer in the military and naval forces of the United States.
The amount to be excluded under this provision is not to exceod $250
in the case of a single person and $300 in the case of a married person
or head of a family and applies only to salary or compensation received
for active service in the armed forces during the present war.

The House bill would amend section 22 (b) (13) of tho code to effect
an exclusion from gross income in the case of military and naval por-
sonnel, without distinetion as to rank, with respect to the compensa-
tion received during any taxable year and before the termination of
the present war as proclaimed by the President for active service during
such war. The amount to be so excluded would not exceed the excess
of $3,500 over the poersonal exemption claimed under section 25 (b)
of the code.

The Senate bill amends section 22 (b) (13) to provide for a flat
exclusion of $1,500 from gross income in the caso of all military and
naval personnel, without distinction as to rank, with respect to such
compensation, The amount of such exclusion is not to be reduced
by the personal exemption claimed under section 25 (b) of the code.

The amendment would apply only with respect to taxable years
beginning after December 31, 1942, and not, as under the House bill,
with respect to all compensation received after Decomber 31, 1941,
by & member of the military or naval forces of the United States for
active service in such forces.
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CONFERENCE AMENDMENT,

The conference amendment adopts 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, The
provision will therefore cover such individuals as well as membors of
the military or naval forces of the United States.

ABATEMENT OF TAX FOR MEMBERS OF ARMED FORCES UPON DEATH

DESCRIPTION OF THE HOUSII AND SENATIE BILLS.

Under the House bill supplement U is added to chapter 1 of the code
to relievo a member of the military or naval forces of the United States
who dies on or. after December 7, 1941, in active service from the
liability for the tax imposed by chapter 1 for the taxable year in
which falls the date of his death. In addition thereto, the sup-
plement provides that any tax imposed under chapter 1 or under
the corresponding title of any prior revenue act (including interest
and additions to the tax) which 1s unpaid as of the date of death shall
not be assessed. If any such tax, interest, or additions to the tax
have been assessed and are unpaid at the date of death, such assess-
ment or assessments shall be abated. If the amount of any such
liability which was unpaid as of the date of death is collected subse-
quent to such date, the amount so collected shall be credited or re-
funded as an overpayment,

The Senate bill revised the House version of this new supplement
to limit the relief granted therein to that portion of the income
taxes which is attributable to earned net income as defined in section
25 (a) (4) of the code. In addition, the taxes in respect to which such
relief is granted are limited, in general, to those which would have be-
come due and payable after the date when such individual entered
upon active servicg in such forees or the effective date of the Selective
Service Act (September 16, 1940) whichever date is the later, assuming
that such member paid, or would have paid, his taxes in quarterly
installments to the extent provided for in the code.. If tho liability
for the portion of such taxes which is attributable to earned net
income 18 outstanding at the date of death, the liability shall be
abated.  If such portion of the taxes has been paid at any time, the
amount paid shall be eredited or refunded as an overpayment,.

To oflectuate this policy, the Senate bill classifies such deceased
members of the armed forces into three groups according to the
year in which they entered upon active duty in such forces, and
states with respect to each group those taxes (or the portions thereof)
of which the membors of the group are to be relieved.  This classifica-
tion was made necessary by reason of the transition in the year 1943
to & current tax basis.

The first category applies to those who entered upon such service
befors the commencement of the taxable year beginning in 1043
The texes to be abated, credited, or refunded to membeors in this
group are: (1) the tax attributable to carned net incomo for the tax-
able year in which falls the date on which he entered upon such serv-
ico or September 16, 1940, whichover date is the later; (2) tho tax
attributable to earned net incomo for all subsequent taxablo years
while he was in such service; and (3) for the taxable year last preced-
ing the date on which ho entored upon such servicoe or September 16,
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1940, whichever 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 September 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 sibsequent years in the service, and for one-half of
the tax so attributable for the calendar year 1941. If he 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 such 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 scetion 6 (¢) of the Senate bill), which bears
the same ratio to the total tax (not including such increase) as the
number of quarters in such taxable year subsequent to the date on
which he entered upon such service bears to four, to the extent such
portion is uttributaglo to earned net income; and (2) the tax attribut-
able to earned net income for all subsequent taxable years during
which he was in such service. ‘

The third category is made up of those members who entered upon
such service after the end of the taxable year beginning in 1943.
The 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 bo abated, credited, or refunded under (3)
of the first category and (1) of the second category, a fractional part
of a quarter subsequent to tho date on which he entered upon such
service or September 16, 1940, whichever date is the later, shall be
disregarded unless it exceeds 15 days, in which case it shall bs con-
sidered a quarter,

CONFERENCE AMENDMENT,

The conference amendment adopts the provisions of the ITouse bill,
but extends the application of those provisions to a member of the
military or naval forces of any of the other United Nations. The pro-
visions will therefore cover such individuals as well as members of the
military or naval forces of the United States.

ABBISTANT COMMISSIONLRS

Section 9 of the Senate bill amends the Internal Revenue Codo to
authorize the appointment of two assistant commissioners, who shall
be appointed by the President, by and with the advice and consent of
tho Senate. The amendment provides that tho assistant com-
missioners shall perform such duties as may be presceribed by the Com-
missioner or required by law. There was no comparable provision
in the House biﬂ. 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, There was no comparable provision
in the House bill. The conference amendment retains this provision,
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