


26 CURRENT TAX PAYMENT ACT OF 1043

Section 1622 (d) under the bill is substantmlly the same as section’
466 (d) of the code and the corresponding provision of the House bill.
However, the language has been changed in order to make clear that
nothing contained in the subsection should be construed to relieve
the employer of the duty imposed by law to withhold and pay the
tax, Under this provision, payment by the recipient of the income
of the tax required to be withheld by the employer relieves the ems-

loyer from payment of the tax but does not relieve him-from liability

or additions to the tax or penalties for failure to- withhold, collect,

and pay the tax in accordance with the provisions.of ¢ subchapter

" Section 1622 (e) of the bill provides that the ‘tax withheld and

collected at the source on wages slall not be. allowod ‘a deduction

either to the employer or the recipient of the income in computing

net income. However, provision is made by an amendment to sec-

- tion 35 of the code for credit for tax withheld at source in the case of

- the recipient of the income. Thl.S represents & clencal change from
the House bill.

Subsection (f) provides that the refund or credit of an ay-
ment of the tax required to be withheld and collected shall be m e to
the employer onl{hto the extent that the amount of the overpayment
was actually withheld and co]lected from the employee.. ‘The pro-
vision differs from the House bill b J reason of ‘the fact. that the pro-
visions of law applgmg to, the Social Security tax on “employees under
‘section 1400 have been made applicable, . The subsection contains a

_cross-reference to the provision for credit or refund to reclplents of
mcome in the case of excessive withholding. -
Subsectlon (%mm 1dent1ca.1 with the eorrespondmg pron _n of the

P ;;formed dunng more ﬂum one-ha.lf of such pa.yroll dp -
- constitute wages, then none of the remuneration paid for such penodf
. .." ghall be deemed to ‘be wages.. The subsection has. apphcatlon only to
" _remuneration paid for a period of not more than 31 consecutive ays
which constitutes an established payroll period ‘within tha - meaning
of the definition contained in section 1621 (b). . It has no application :
to remuneration 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. =~ .
Subsection (h) of section 1622 requires. every employee: recelvmg
“wages to furnish his employer a signed withholding exemption cer-
tificate in such form and containing such information as the Com-
missioper ma[v] with the approval of the Secretary, by regulations
prescribe. e purpose of the certificate is to enable the employer
to determine the amount of the withholding exemption applicable to
the wages of each employee or, if the employer elects under section
1622 (¢) to adopt wage-bracket withholding, the amount to be with-
held under that subsection. The status of the employee as single
person, married person claiming all of personal exemption for with-
holdmg married person claiming half of personal exemption for with-
holding, married person claiming none of personal exemption for
withholding, head of family, and the dependents to be taken into
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. CURRENT TAX PAYMENT ACT OF 1943 v 27

-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 certificate is to continue in effect until another certifi-
“cate furnished by the employee takes effect. If no certificate is in
effect with respect to an employee, the employer is to treat such
~employee as a4 married person clau:mng none of the personal exemption
“for withholding so that with respect to such employee there 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
rovided in the case of a married person claiming none of the personal
mption for withholding. In case of a change of status, the em-
yoe is required to furnish & new certificate not later than 10 days -
uch change occurs, - This is a change from. the House bﬁ oy
oned to make clear that in the case of a change of status. the
ployee must furnish a new certificate showing that change. - 7
er tle House bill, changes in the employee’s w1thhold.mg\'
ption status are penmtted ‘at any-time, but it is provided tha.t o
mployer ¢ shall have atleast 30 days from the date of notifi
nhange in status before bemg ‘required to give effect o
Under: subsection: (h) of -the present bill the"employ:
ve:effect.to a- cha!;lge -in _status more -than-
modified rule is as follows:

ymen wag :
rst; s determination date which occurs at least 30 days
_ _the date on which such certificate is furnished.  For the purposes
rovision, the status determination dates are fixed as Jan '
uf) 1 of each ar . These provisions are a modification of N
the House ed fo allow employers ample tnne m R
just pa.yroll anﬁther accounting records to conform to
ithh ol(img exemption certificates furnished by employees after
“date of commencement of employment. Wherever feasible,
vever, emplofyers may give earlier effect to such certificates. (2) If
. employee -furnishes a withholding exemption certificate on or
ore. the date of commencement of employment, the certificate is .~
take effect as of the beginning of the first payroll period en B
i.-or after the date on which the certificate is furnished or with
espect to the first payment of ¥ wages made w1thout regard to a payroll e
nod on or after such date. e
rules set forth under (1) above are apphcable to all wag
ho are: employed on July 1, 1943, when the new withholding
I s take offect. - The rules under (2) above apply in the case
new employment or. reemployment, after an interruption in em-
‘ployment with the same employer, occurring after July 1, 1943. In
‘applying these rules in the case of an employee mtermlttently hired
and rehired by the same employer at frequent intervals, such em-
ployee shall be deemed to have commenced his employment at the
time of the first hiring. :
Section 1622 (i) authorizes the Commissioncr, under regulations
prescribed with the approval of the Secretary, to provide suitable
" rules for the determination of the w1thholdm<r exemption and the
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28 CURRENT TAX PAYMENT ACT . OF 1943

application of the wage-bracket tables with respect to various types of
wage payments which do not fall readily within the statutory pattern
which is necessarily designed to fit the customary type of periodic
wage payments. The problems intended to be covered by these
regulatlons are those arising generally in case of supplementary ‘f)a.y-
ments in the form of bonuses, commissions, dlSIIllSS&{) ‘wages ,and the
“like, made in addition to penodlc wage. pa.yments “and pa.yments N
- .made with respect to periods beginning in one calendar year and
- ending in & different ¢alendar year. The committee bill hias changed
.the language of the corresponding provision of the House bill in
order to make clear that the purpose of this provision is to limit the
withholding exemption allowed to an employee in any calendar year
to an amount approximating the. mthholdmg exemptlon allowable
with respect to an .annual payrell period. - e x
- Payments supplementary to periodic Wage payments are made in
various ways. Such payments may copsist of commissions or bonuses -
- paid each 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 miay or may not coincide with an actual payment of .
penodlc wages. Such payments of supplementary remunération
 raise the problem as to the proper handling of the withholding exemp-
ion and the wage-bracket tables in order to provide.for the allowance ~
f the' appmpnammthhol" cemption and: the dedaetgon of the
{e f 15

B0, < 1+ req ne;
%’m is computed mdependentlv with:
each such payment of wages, after giving effect to the with-
holdiffe; exemption applicable 10 each such tYlaymenl:, it is apparent’

tich employee. will have been allowed: the ‘¢ntire amount of the - -
’hholdmg 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
“tex 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 sllowance of the amount of the with-
holding exemption applicable to a 6 months’ period. It is obviously
more desirable to have the withholding exemption to which the
employee 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 a given time the aggregate amount of the withholding exemption

previously allowed to the employee.
Under the committee 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
apprommate 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 tables contained in subsection (¢). For these reasons, it is
expected that the Commissioner will provide reasonable regulations
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Simplifying Your 1943 Income Tax Return
FXTENSICN OF REMARKS

oF

HON. RANULF COMPTON

OF CONNECTICUT
IN THE HOUSE OF REPRESENTATIVES

Wednesday, February 18, 1944

Mr, COMPTON. Mr. Speaker. I want
to call to the attention of the Members
of the House a simplified analysis of the
1943 income-tax biank which is timely
and should prove of inestimable value to

FORM 1040

Treasury Deperimenl
Icternal Revenue Service

|
|
{
[

UNITED STATES
INDIVIDUAL INCOME AND YICTORY TAX RETURN

our 40,000,000 income taxpayers. Inas-
much as Congress seems to be blamed for
the complexities of the income-tax form,
I am including herewith the simplified
analysis as a public service and with the
realization that it is our duty to be help~
ful in this situation.

The value of making this simpiifica-
tion available is indisputable, although to
do so involves printing in. the RECORD
pages 1 and 4 of the 1943 income-tax
Form 1040.

The simplification analysis which 1
submit bas been prepared by Richard T.
Jones. assistant trust officer, and Her-
pert Flint, public relations aide of the

1943

————— s

e the Cash Basis for the

Opticnal Form 1040 May Be Fried Instead of This Form if Geass acome 15 Reported
, Calendar Year, Is ast More Than 53,009, and Consists
WHOLLY of Salary, Wages, Other Compensation for Personai Services, Dividends.

(Do not use these spaces)

Interest, o Anmyities File
Cole
FOR CALENDAR YEAR 1843 Serd -
or fistal year beginming __ __________._ L 183, and eading . oo ooeeomrns , 1944 Na.
PRINT NAME AND ADDRESS PLAINLY. (See Instruction C) Districd

—— e — e

s manies of £OTh husband end wife. & thix 3 joint retum)

(Cashie’s Stamp)

12treet and number, o Tural rotter

Ly erinwa’

‘Shater

QCEMPREON o cammmemmemmmme e Socia. Security nUmMbOr, § 88T omeomoes

COLUMN 1 | COLUMN 2

COMPUTATION OF NET INCOME income Tax Net Yictery Tax Net
[neeme Income

INCOME
1. Salary, | Empioyer's Name City 204 State
Wages,and !
Compensation ;
lor Personal
Services |
{Merhers of ‘"71\" p
otal .-
‘ar]me:fortr:sslee: Less: uctible expenses.  (Atach Yemized statement)
| Mstroction ) | Compensation after deductible expenses
2. Dividends o e e
3. Interest cn corporation bonds, bank deposits, notes, €tco oo o oo
4, Interest cn Government obiigations, ete.: {a) From fine A (8), Schedule

(6} From line B (3) and (3), !

Schedule A,

Annuities

sssets. (From Schedule 8)__ ________ . ______
. Rents and royaities. (From Scheduie C(}1). __
. Net profit (or loss) from business or profession.

DEDUCTIONS
{Esplain in Schedule D) _
ain in Schedule £) (Seelnsk

in Seceduie £} (See instrueti

. Contributions
. Inrterest,
. Taxes.

2 a
chs 33 and |

Schedule G)

ete., expenses,
. Other deductions authorized by law.
Total deductions in items 11 0 15
. Income Taxznet

(a) Net gain {or loss) from sale or exchange of capital assets. (From Scheduje B
(b)) Net gain (or loss) from sale or exrhange of property other thas capital

(Frooy Schedule € (2)}
{Staze total receipts, from iine 1, Schedule € (2) S )
Income (or loss) from partnerships; Sduciary income; and other income.
{From Schedule € (3) - - e d i m e e
Totai income initems 1 to 9 o e

{Ep

. Losses froﬂm ire. storm, stipwreck, of other casuaity, or the
Expiain in Schedule H)_ ______
{Explain in Schedule G) .

‘ncome (item 10, col. 1, less item 17, coi. 1)

19. Vicrory Tax net income (item 10, col. 2, lessitem 17. col. 2y __________.__ x
INCOME AND VICTORY TAX Foy
20, Unpaid balance of 1943 Income and Victory Tax (from line 22, page 4)_ __ .. _ . __co__._ [ S R
21, You may postpone, until not later than Marck 15, 1945, payment of the amount you owe i
Lp to cne-haif of item 19 (c), page 4. Enter the amount postponed. (For persons 1 i
whose surtax net income for 1942 or 1943 exceeded $20,000, see Schedule L-2)__________ =
22, Amount paid with this return (item 20 less ftem 21% - o o @ e mee
j 1 If the total of your payments (line 21 (d) on page 4) is larger than your tax (line
2. Refundor ' 20 onpage <), emter the difference. . o aica—ce————-
Credit Indicate by a check mark ( + ) what you want done with this overpaymeat: Re-

fund it to me T: Apply it ot my 1944 estimated tax |

I declare under the pepalties of perjury. that this return (including any accompanying echedules and state-
ments) has been examined by me and to the best of my knowledge and belief is a true, correct, end complete

return,

A return made bY ar agent must be accompanied by power of sttorrey.

o 0ot made by agent), it must Ge signed by both huwband and wife)
See Ioatruction &)

=

APPENDIX TO THE CONGRESSIONAL RECORD

Union & New Haven Trust Co. at New
Haven, Conn., and circulated locally by
the bank in its monthly journal, by a dis-
play advertisement in the New Haven
Journal Courier, and by the Sunday Her«
ald, a Connecticut weekly newspaper.

I realize I may be doing the bank a
disservice by disclosing the identity of
two employees whose services could well
be used by Mr. Morgenthau in the Treas-
ury Department. Nevertheless, I offer
the following simplification as a much-
needed aid to 40,000,000 taxpayers and
as a recommendation to the Treasury
Department.

——————

SIMPLIFYING
Your 1943

Income Tax Return

Follow Steps 1 to 8 as numbered i

NOTES ON STEP 1 (Colums 1)

This is where net income for purposes of
Income Tax is determined. No funda-
mental change from the 1942 return is
encountered. Some additional details are
required to be reported, and the format has
been altered, but otherwise it i3 no mare
formidable then in 1942, :

NOTES ON STEP 2 (Column 2)

This is where net income for purposes of
Victory Tax is determined, and i3 a new
addition to the tax form. Care should be
exercised to eliminate those items included
in Step 1 but not required or permitted in
Step 2. That is, in general all items sub-
ject to Income Tax are subject to Victory
Tax except gain on sale of Capital Assets
and Interest on those classes of Treasury
Bonds which are subject oniy to Surtax.
Loss on sale of Capital Assets is not recog-
nized, and other deductions are limited to
those arising from {a) carrying on a trade or
business, (b) the production or coilection 0.
income, and (c) the management. conserva-
tion. or maintenance of property held for the
production of income.

N ZTcecroo

NOTES ON STEP 8

This step, where final settlement of your
tax account i made, is also new. If you
owe the tax eollector you will indicate what
part of what you owe may be postponed and
what part vou are paying now. Ifa refund

ig due you will indicate the amount of the
overpaymeat and whether veu wish the sum
refunded to you or credited against your
1944 liability.
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