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REPORT
[To accompany H. R. 46461

.The Committee on Finance, to whom was referred the bill (H. R.
4646) to provide for simplification of the individual income tax; hav
ing had the same under consideration, report favorably thereon, with
certain amendments, and as amended recommend that the bill do
pass.
The bill is confined to the simplification of the individual income
tax, and accomplishes the following objectives:
1. Relieves the great majority of taxpayers from the necessity of
computing their income tax.
2. Reduces the number of tax computations.
3. Simplifies the return form.
4. Decreases the number of persons required to file declarations of
estimated tax and eliminates difficulties and uncertainties in making
such estimates.
.
The bill accomplishes these objectives without substantially
changing the number of taxpayers Or the revenue yield under existing
law.
SUMMARY OF CHANGES IN EXISTING LA W

In accomplishing these objectives, the bill makes several important
changes in existing law.
First, for the surtax, there is a uniform exemption of $500 per person.
Thus the taxpayer is allowed $500, the taxpayer's spouse is allowed
$500, and there is a $500 allowance for each dependent.
The bill removes the present requirements that a "dependent"
must be under 18 or incapable of self-support. Instead the taxpayer
may claim as a dependent anyone for whom he furnishes more than
half the support, provided the person claimed as a dependent is closely
related to the taxpayer and is not required to file a return. .Anyone
having over $500 Ofgr08S income must file a return.
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Second, the Victory tax is repealed. The present normal and surtax
are combined into a single surtax. A new normal tax of 3 percent
is imposed on each person whose net income exceeds $500. In the
case of the new normal tax no credit is allowed for dependents.
Third, a new simplified tax table, designated supplement T, is pro
vided in the bill. This table may be used by taxpayers with adjusted
~oss incomes of less than $5,000, regardless of the source of their
income. In general, adjusted gross income is gross income less
business deductions. The table is so constructed as to allow the tax
payer a standard deduction of approximately 10 percent of his gross
income. The use of this table is optional with the taxpayer.
Fourth, taxpayers with adjusted gross incomes of $5,000 ormore
are permitted at their option to claim, in lieu of their actual deductions,
a standard deduction of $500.
Filth, the present withholding system is modified, effective with
respect to wages paid on or after January 1, 1945, so as to withhold,
.in the case of a taxpayer whose income is derived solely from wages;
approximately the full tax liability on wages up to at least $5,000.
Sixth, in this bill taxpayers filing declarations are given an oppor
tunity to amend their declarations on or before January 15 next
following the close of the taxable year, for those on a calendar-year
basis. Taxpayers may file, on or before January 15, their final return
in lieu of the final declaration of estimated tax. Under present law,
.the final amended declaration must be filed on or before December 15.
Seventh, the bill makes two important changes with reference to
farmers. A farmer is defined under the bill as an individual who
derives more than two-thirds of his gross income from farming.
Under existing law, an individual is not classified as a farmer unless
he derives 80 percent or more of his gross income from farming. The'
other important change is that, under the bill, a farmer may make a
final return on or before January 15 next following the close of the
calendar year in lieu of making any declaration of estimated tax.. ,u
he is unable to make a complete return -by January 15 he can make a
declaration of an estimated tax on or before January 15, and file a
final return on or before March 15. Under present law, a farmer is
required to file a declaration of estimated tax on-or before December
15 of the current y e a r . .
Eighth, the number of individuals required to file declarations of
estimated tax will be decreased by 4,000,000 under the bill. The ta;x;
pay~ a~ected are those taxpayers whose income no~ subject to wi~
holding IS $100 or less. Such taxpayers will be relieved from filing
these declarations if single and their income is between $2,700 (existing
law) and $5,000, plus $500 for each dependent (H. R. 4646), and if
married and their income is between $3,500 and $5,500, plus $500 for
each dependent. For example, under existing law, such a single perso.n
with one dependent is required to file a declaration of estimated tax if
his income is in excess of $2,700. Under the bill such a person is not
required to file a declaration unless his income exceeds $5,500, In
the case of such a married person with two dependents, a declaration
is required under existing law if the income is in excess of $3,500.
Under the bill such a person is not required to file a declaration unless
his income exceeds $6,500.
",
Ninth, the existing law has been amended with respect.to deduc
tions for charitable contributions so as to allow up to 15 percent of
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.the adjusted gross income (generally, gross income less business deduc
tions) in lieu of the present limit of 15 percent of net income.
This will enable the taxpayer to compute his charitable deduction
without first having to determine his net income, and has the effect
of increasing the maximum allowance for charitable contributions.
For example, under present law a taxpayer having $2,000 of adjusted
gross income, and $100 of nonbusiness deductions, other than char
itable contributions, is limited to a maximum allowance of $285 for
charitable contributions. Under the bill the maximum allowance is
raised to $300.. A taxpayer having an adjusted gross income of
$80,000 and nonbusiness deductions, other than charitable contribu
tions, amounting to $20,000, is limited under present law to a maxi
mum allowance of $9,000, whereas under the bill his maximum al
lowance is raised to $12,000.
Tenth, under the bill medical expenses are deductible only to the
extent that they exceed 5 percent of adjusted gross income in lieu of
the present law provision of 5 percent of net income computed without
regard to this deduction. This will result in a slight reduction in the
medical expense allowance but is believed justified in the interest of
simplification.
./
Eleventh, the bill introduces a new concept, adjusted gross income.
It. is defined to mean gross income less business deductions, deductions
attributable to rents and royalties, and losses treated as losses from
the exchange or sale of property. In the case of an employee, adjusted
gross income consists of gross wages or salary less expenses of travel
or lodging in connection with employment while away from home,
and any reimbursed expenses in connection with his employment. It
will be seen, therefore, that in general adjusted gross income means
gross income less business deductions.
.
.,
OPERATION OF PLAN

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

Taxpayers for whom the collector determines the tax.

Individuals whose gross income is less than $5,000 and whose income
not subject to withholding does not exceed $100, may choose to have
their tax determined by the collector if their income is entirely com
pensation for personal services, dividends, or interest. It is contem
plated that the form for this purpose, in lieu of the regular tax return,
will be the withholding tax receipt furnished by their employer.
The wage earner need only answer a few questions on the reverse
side, list his dependents, and attach all the other receipts he may have
been furnished. The questions will cover the number of receipts at
tached, the total amount of wages and tax withheld, shown on the
receipts, and the amount of other income, if any. The taxpayer will
sign a statement on the receipt verifying this information, and de
claring that his entire income was reported.
S. Repts.. 78-2. vol. 3-102
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The collector will determine the tax from a tax table which auto
matically allows a standard deduction of approximately 10 percent.
If any additional tax is due, a bill, will be sent by the collector, payable
in 30 days, If the taxpayer has overpaid, a refund will be allowed.
After the first year the system will relieve approximately 30,000,000
taxpayers of the necessity of computing their tax.
(2) Taxpayers who determine their own taz.
All other taxpayers including those with gross incomes of more than
$100 from sources not subject to withholding and those whose gross
income is $5,000 or more, are required to determine their own tax.
These taxpayers are of three general types
(a) Taxpayers whose adjusted gross income (generally, gross income
less business deductions) is under $5,000 and whose other deductions
do not exceed 10 percent of such adjusted gross income.
Such a taxpayer if he uses the short-cut method of ascertaining his
tax, by reading the tax from the simple one-page tax table on the basis
of his adjusted-gross income, will be automatically allowed a standard
deduction of approximately 10 percent of his adjusted gross income.
The standard deduction is in lieu of the nonbusiness deductions and
certain credits against net income and against tax. The tax table
and some examples illustrating its use will be found in table A in the
appendix.·'
(b) Taxpayers with adjusted gross income of $5,000 or more whose
nonbusiness deductions do not exceed $500.
In the case of such a taxpayer, the standard deduction is $500.
Thus he is not required to itemize and substantiate his nonbusiness
deductions. AB in the case of a taxpayer whose adjusted gross
income is less than $5,000, the standard deduction is in lieu of non
business deductions and certain credits against net income and
against tax.
.
(c) Taxpayers with adjusted gross income of less than $5,000 whose
nonbusiness deductions are in excess of 10jercent of their adjusted
gross income, and taxpayers with adjuste gross income of $5,000
and over, whose actual nonbusiness deductions are in excess of $500.
These taxpayers, in order to secure the full benefit of their nonbusi
ness deductions and of their various credits agaiast net income and
tax, are required to list them as at present and compute the tax; but
the computation of the tax will be considerably simpler than under
present l a w . ·
.
It is estimated that not more than one-fifth of all taxpayers will
fall within groups (b) or (c) and thus find it necessary or desirable to
compute their tax..
SIMPLIFICATION OF TAX DETERMINATION

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

--~

----------
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(a) Filing requirements.
Under your committee bill, those persons who must report their
income for tax purposes can be snnply and adequately described as
every person having a gross income of $500 or more for the taxable
yeaTrh·IS
. sing
. Ie cntenon,
..
. eas ily un d erstood , wo uld supp1ant
whi ch IS
the complicated requirements found in the present law to the effect
that a return must be filed by every individual if
(1) Single for the entire year and gross income equals or exceeds______

(2) Married but not living with husband or wife for any part of the year

and gross income equals or exceeds, ____________________________

$500

500

(3) Married and living with husband or wife for any part of the year or for

the entire vear, andGross income exceeds
•
._
___
624
or
Combined gross inc,ome of husband and wife equals or exceeds
1,200
<~) The bill allows for normal tax purposes ~ exemption of $500.
In the case of a joint. return of husband and wife, if one spouse has
less than $500 of adjusted gross income, the aggregate exemption
allowed will be $500 plus the adjusted gross income of such spouse
instea-d of $1,000.
.
While the Victory tax is eliminated, the committee found it neces
sary to retain both a normal tax and a surtax in order to continue
11,000,000 taxpayers now on the tax rolls.

(c) Per capita personal exemption and crediJ for dependents for BUrtax
pur-poses.
. Under the committee bill, there is provided a per capita system of
exemptions for surtax purposes. Each person has a surtax exemption
of $500 for himself, $500 for his spouse, and $500 with respect to each
dependent. In the case of individuals who are married, however, the
taxpayer may not claim an exemption for his spouse unless a joint
return is made or unless the spouse has no gross income and does not
constitute an exemption for another taxpayer by reason of being a
dependent of another taxpayer.
This per capita system of exemptions completely eliminates not
only the definition of "head of family" under the present law, but also
the confusion which has existed in many taxpayers' minds with respect
to whether they qualify as heads of families for tax purposes. The
additional complication of having tax computations on the return
determined 'with reference to 8. taxpayer's status as a "head of family"
also is avoided.
The per capita system of exemptions (under which the credit for
dependents is increased from $350 to $500 and the aggregate exemp·
tion of husband and wife decreased from $1,200 to $1,000) necessarily
results in shifts in tax burden. In general, these shifts have the effect
of imposing a lesser burden on the taxpayer with a large family and
a greater burden on the taxpayer with a smaller family.
In the opinion of your committee, these shifts in burden are for the
most part relatively small, and are necessitated by the fact that the
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per capita system of exemption is essential to any substantial tax
simplification. It should be observed that the bill does not result in
an over-all increase in revenue.
(ll) D{/i1l.ition oj dependent.
The bill simplifies the definition of a dependent and the treatment
of dependent's income. The present requirements that a dependent
be under 18, or mentally or physically unable to support himself, are
eliminated. Instead, there will be substituted the concept that a de
pendent is anyone for whom the taxpayer furnishes over half the sup
port, provided that the person is closely related to the taxpayer and
is not himself required to file a return. The degrees of relationship
which are so eligible is set out in section 10 of the detailed discussion
of the bill in this report. An individual is not required to file a
return if he has gross income of less than $500. This will' permit a
credit for dependents over 18 who are in fact supported by the tax
payer. The present law requirement that a "dependent" over 18
must be incapable of self-support is unnecessarily limited and
confusing.
. With regard to the income of minors, the present law requires that
the earnings of an unemancipated child be reported with the income
of the parent. The law as to emancipation varies according to the
States. It is extremely difficult to determine whether earnings are
those of an emancipated or an unemancipated minor. The bill pro
vides that the earnings of a minor are to be included in his gross
income and excluded from the gross income of the parent. If the
minor receives over $500 gross income, he cannot be claimed as a
dependent of another, and must file a return of his own regardless
of age.
WITHHOLDING

The withholding method of your committee bill will not differ
greatly from the method of existing law and it is believed that em
ployers will encounter little if any difficulty in changing over to the
new provisions when they. become effective next January.
.
As under present law, an employer may use either a table. or a
computation formula in determining the amount of tax to be with
held from salaries and wages. Both methods employ a 10-percent
standard deduction, and per capita exemptions. 'they also employ
tax rates designed to withhold as near the final tax liability as is
possible from all taxpayers whose income is derived solely from
salaries' and wages subject to withholding if such income is not in'
excess of $5,000 plus $500 for the spouse, and plus $500 for each
dependent. This makes it possible to decrease substantially the
number of taxpayers who must file declarations of estimated tax.
The withholding tables are constructed on the basis of much
narrower wage brackets than those in the present law in order to
achieve more accuracy and to minimize the differential in the tax to
be withheld between adjacent wage brackets. In addition to the
table method of withholding, the bill also provides a percentage
method for those employers who wish to use it.
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It will be noted that the bill graduates withholdingithrough the
second surtax bracket. Your committee did not deem It advisable at
this time to extend graduated withholding to any higher bracket.
The first surtax bracket embraces surtax net incomes from zero to
$2,000, and the second surtax bracket embraces surtax net incomes
from $2,000 to $4,000. Surtax net income is net income less
exemptions.
The withholding tables appear in the appendix.
EFFECTIVE DATES OF BILL

The provisions of the bill are effective for 1944 and subsequent
years, with the following exceptions:
(u) The withholding provisions of the new bill do not become
effective until January 1, 1945; but in order to put such provi
sions into effect by that date, the new withholding exemption
certificates are required to be furnished on or before December 1,
1944.
(b) The provisions of the bill give the employer an oppor
tunity to give effect to changes in status of employees occurring
after July 1, 1944, with respect to wages paid during the calendar
year 1944. Under the existing law, such changes .n status could
only be given effect as of January 1, 1945.
(c) Under existing law, if an individual's income from sources
not subject to withholding is less than $100, a declaration of
estimated tax is not required unless his income is $2,700 in the
case of a single man, and $3,500 in the case of a married man.
These requirements as to declarations are continued during 1944.
For 1945, and subsequent years, an individual whose income from

sources not subj ect to withholding is less than $100 is not required
to make a declaration of estimated tax unless his income exceeds
$5,000 if single, $5,500 if married, plus $500 for each dependent.
(d) The definition of deficiency-is effective for 1943 and subse
quent years.
REVENUE YDELD AND TAX BURDENS

The bill maintains the existing revenue without substantial change.
Under existing law the individual income tax for a full year of opera
tion at levels of income estimated for the calendar year 1944·will
yield approximately $17,000,000,000. Your committee bill will re
duce this yield by $60,000,000 or approximately one-third of 1 per
cent. Your committee feels that the loss of revenue is justified in the
interest of simplification.
The following ?Ompares the .rates of ta.x: under present law and under
the committee bill:
.
.
Present law: Viotory tax of 3 percent of gross income in excess
.
of $624.
Committee bill: Norma! tax of 3 percent of net income in excess
of $500.
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Under your committee bill only such individual increases
creases a.r~ made as are deemed necessary to accomplish sim ...'
A comparison of the tax burden nnderpresent law- and/
committee bill for persons of various family status fol1o
Tables 1 to 5 show the tax burden under present law an', .
committee bill for persons of various family status ha~-~
not more than $5,000. Adjusted gross income rathertliaJi;
is shown in these tables in order to reflect the effect of .
standard deduction allowed users of supplement. Ttax,ta
percent to 10 percent. In general, adjusted groaa "in",",
income less business deductions and for most ~eMn:"""
gross income,
j;' c.
Ta'bles 6 to 10 show the tax burden under present law;" ,
the committee bill, on a net income basis. In generlL1, net .'.~ ,
gr:oss income less all deductions, both business and nonbriSiness~
These tables do not reflect the increase in the standard deduction
allowance for users of supplement T nor the allowance of $500 as a
standard deduction for persons having adjusted gross incomes of
more than $5,000.
of'
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DETAILED DISCUSSION OF TECHNICAL PROVISIONS OF

THE BILL
PART I.-AMENDMENTS TO CHAPTER

1

OF THE INTERNAL REVENUE

CODE
SECTION 2. TAXABLE YEARS TO WHICH s:PPLICABLE

This section, as in the House bill, provides that, except where
otherwise expressly provided, the amendments made by part I shall
be applicable with respect to taxable years beginning after December
31, 1943.
SECTION 3.

NORMAL TAX ON INDIVIDUALS

This section is the same as section 3 of the House bill.
Section 11 of the Internal Revenue Code imposes upon individuals
a normal tax of 6 percent of the net income in excess of the credits
provided in section 25 of the code for interest on certain Government
obligations, personal exemption, and dependents. Under existing
law, there is also imposed a Victory tax of 3 percent of Victory tax net
income. This Victory tax net income differs from the base upon which
the normal tax and surtax are imposed in that, in general, only business
expenses are permitted to be deducted. Under the plan of simplifica
tion, the Victory tax is repealed and the aggregate tax burden imposed
by it and the existing normal tax and surtax are imposed by the pro
posed normal tax and surtax. As a phase of this integration, section
3 of the bill amends section 11 of the code to provide a normal tax
rate of 3 percent. Owing to the changes made in section 10 of the bill,
this 3 percent rate is levied on net income in excess of a normal tax
exemption of $500 and the credits provided in section 25 (a) (1) and
(2) for interest on certain Government obligations. This new normal
tax exemption is similar to the Victory tax exemption in existing law
in that it does not vary with family status. In the case of a joint
return of husband and wife, if one spouse has less than $500 adjusted
gross income, the exemption is $500 plus the adjusted gross income of
such spouse.
A taxpayer who has elected to pay his tax under supplement T as.
amended in section 5 of the bill pays the tax therein provided in lieu
of the normal tax and surtax, and appropriate cross-reference in this
regard is made in this and the following section.
SECTION 4. SURTAX ON INDIVIDUALS

This section, which is identical with the House bill, amends section
12 (b) of the code relating to the rates of surtax on individuals. In
general, the surtax rates under the bill are the same as the aggregate
of the normal and surtax rates under existing law with small adjust
mentsin some brackets to maintain approximately the same aggregate
amount of revenue from individuals.
S. Repts., 78-2, voL 3--101
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There is inserted a. new subsection (g), designed to place a. ceiling
upon the aggregate normal and surtax of an individual taxpayer in a
manner similar to that of section 456 which has the effect of limiting
the aggregate normal tax, surtax, and Victo~y tax. Since section 456,
being a part of the Victory tax, is repealed by section 6 of the bill,
this new subsection is made a part of section 12 of the code in order
to limit the aggregate tax imposed by such section and section 11
to 90 percent of the net income of the individual. For theltirpOse
of this limitation, the tax is to be computed without regsr to the
credits provided in section 31, relating to taxes of foreign countries,
section 32, relating to taxes withheld at source, and section 35, relating
to taxes withheld on wages.
SECTION I. ALTERNATIVE TAX ON INDIVIDUALS WITH ADJUSTED GR088
INCOME OF LESS THAN $5,000

This section is identical with section 5 of the House bill.
Under existing law certain individual taxpayers, in lieu of computing
the regular normal tax, surtax, and Victory tax, may elect to pay the
tax imposed under the tax table found in supplement T of the code.
This supplement, comprising sections 400 to 404, inclusive, contains,
among the conditions upon its applicability, the requirement that the
taxpayer. electing it have gross income under $3,000, consisting of
salaries, wages, compensation for personal services, dividends, interest,
or annuities. Section 5 (a) of the bill recasts supplement T in keeping
with the primary objective of simplification. In this connection, the
scope of the supplement is broadened so that any individual (other
than a nonresident alien, a United States citizen entitled to the bene
fits of section 251, an estate or trust, or an individual making a return
for a period of less than 12 months on account of a change in the
accounting period) may elect to pay the tax under supplement T if
his adjusted gross income lor the taxable year is less than $5,000.
The concept of "adjusted gross income" is the device employed for
putting taxpayers with different types of income from varying sources
ill a position of substantial parity 80 that the simple tax table type of
computation will hereafter be available to all persons with adjusted
gross incomes under $5,000. The term "adjusted gross income" is
defined in section 8 of the hill and will be discussed later.
Supplement T is amended by subsection (a) of this section of the
. bin in the following respects:
_
(a) It is made applicable to adjusted gross incomes up to
$5,000 instead of $3,000 of gross income.
.
(b) Through the use of the concept of adj usted gross income,
it is made applicable to individuals without regard to the source
from which the income is derived. Hence it would apply to
individuals deriving income from the conduct of a business,
from a partnership or trust, or from the sale OT exchange of
capital assets, as well as those under the scope of supplement T
of existing law.
(c) Through the application of the provisions of section 10 of
the bill, relating to credits against net income, the three tables
found in supplement T of existing law are reduced to one- table;
and the references to marital status are eliminated, there being
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substituted therefor reference solely to the number of surtax
exemptions.
(d) The single tax table, which is to be incorporated in section
400, is constructed on brackets of $25 with respect to adjusted
gross incomes from $550 to $3,000 and on brackets of $50 with
respect to adjusted gross incomes of $3,000 or more. In deter
mining the tax yayable in each bracket, a standard deduction of
10 percent of the adjusted gross income at the midpoint of the
bracket is allowed, as compared with the deduction of 6 percent
of gross income used in the table found in existing law.
(e) Under existing law supplement T is not applicable to an
individual married and living with husband or wife whose spouse
files a return and pays tax without regard to supplement T.
Under the bill such restriction would not apply, provided that the
spouse elected to take the standard deduction. However, if the
net income of one spouse is determined without regard to the
standard deduction, the other spouse is not allowed the standard
deduction and must itemize all deductions claimed. The restric
tion does not apply where husband and wife are not living
together.
The tax table under supplement T automatically provides for one·
normal tax exemption in the computation of the amounts of tax for
each bracket of adjusted gross income. Under section 10 of the bill,
however, there is provided a. normal-tax exemption of $500, and in the
case of a joint return where one spouse has less than $500 of adjusted
gross income, the exemption is $500 plus the adjusted gross income
of such spouse. Therefore, where a joint return is filed and both
spouses have adjusted gross income, it is necessary to reduce the tax
shown in the table by $15 (3 percent of $500) or, where the adjusted
gross income of one spouse is less than $500, by 3 percent of the
amount of such adjusted gross income. Thus, if husband and wife
file a joint return showing an aggregate adjusted gross income of
$4,000 of which $400 represents the adjusted gross income of the wife,
there will be deducted from the tax appropriate to such case, as
shown on the table, 3 percent of $400, or $12.
Section 401 of the code is amended to contain a definition of the
term "surtax exemptions" which is used in the caption of the tax
table found in section 400. The term "number of surtax exemptions"
is defined to mean the number of exemptions allowed under section
25 (b) as a credit against net income for the purpose of the surtax
imposed by section 12. Section 10 of the bill, in amending section 25
of the code, changes the system of personal exemptions and credits for '
dependents found in existing law to B. system of per capita exemptions.
This system provides for exemptions which are equal in amount. On
any return a taxpayer may claim one exemption for himself, one for
his spouse under certain conditions, and one each for the dependents
for which he is entitled to credit. This per capita exemption system
applies only with respect to the sartax, Thus, the table found in
supplement T bears reference only to the number of surtax exemptions
to which the taxpayer may be entitled.
Section 402, relating to the manner of election to pay the tax
under supplement T, is amended to provide that the election shall be
exercised ill the manner prescribed by the Commissioner with the
approvaJ of the Secretary.

22
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Section 403 is & cross-reference to section 23 (aa) of the code, as
added by section 9 of the bill, relating to the optional sta.ndard
deduction.
.
Section 404 provides thai supplement T has no application to &
nonresident alien individual, to a citizen of the United States entitled
to the benefits of section 251, to an estate or trust, or to an individual
making a return for a period of less than 12 months on account of a
change in the accounting period. Such provision is in keeping with
existing law. Such taxpayers are subject to special provisions of the
statute not adaptable to the method of taxation employed in supple
ment T.
Subsection (b) makes a technical amendment to section 4 (1) of the
code to conform such section to the amendments contained in
subsection (a).
SECTION 6. REPEAL OF VICTORY TAX

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

This section is substantially the same as section 7 of the House bill.
Under existing law the compensation paid for the services of a
minor child is taxable either as the income of the parent or of the child
according to the rights conferred on the parent by the local law with
respect to the services of his minor child. In most of the States, the
general rule derived from the common law prevails to the effect that
the parent is entitled to the services of the child and hence is entitled
to his earnings. This rule is subject to numerous exceptions depending
on the circumstances and, in many cases, the intent of the parties. In
Louisiana, where the legal system stems from the French' civil law,
the parent has no right to the services of his child. Thus, for Federal
income tax purposes, opposite results may obtain under the same set
of factsdepending upon the applicable State law. In addition, such
variations in the facts as make applies ble the exceptions to the
general rule in each jurisdiction tend 1;0 produce additional uncer
tainty with respect to the tax treatment of the earnings of minor
children. Section 7 of the bill incorporates a policy which will make
for uniformity among the various States in taxation of the compensa
tion for services performed by a minor child,
This section states the rule with respect to inclusion in gross income
of the amounts received for the child's services. It amends section 22
(relating to gross income) by adding a new subsection (rn) to provide
that such amounts shall be included in the gross income of the child.
This is so even though the compensation is not received by the child.
As a corollary it is provided that such amounts shall not be included in
the gross income of the parent. Thus, even though the contract of em
ployment is made directly by the parent and the parent receives the
compensation for the services, for the purposes of the Federal income
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tax, the amounts would be considered to be taxable to the child
because earned by him. Tbis subsection likewise provides that ex
penditures, whether made by the parent or the child, wbich are attrib
utable to the earnings of the child, shall be considered to have been
paid or incurred by him. Thus, for the purposes of the Federal income
tax, regardless of the provisions of the local law, the child is deemed to
be a separate taxpayer subject to the filing requirements as is any other
taxpayer, entitled to a separate exemption for normal and surtax, and
entitled to take as deductions the amounts paid out by him or on his
behalf where the amounts are attributable to his earnings and are
otherwise deductible from gross income for tax purposes. Under this
provision, a child would be entitled to take as deductions not only
expenditures made on his behalf by his parent which would commonly
be considered as business expenses, but also such personal deductions
as were made out of his earnings and in his name. For example, a
contribution made by a parent in the name of a juvenile actor and out
of his earnings to a charitable organization for indigent members of the
acting profession would be deductible on the return of the child.
Under these provisions, it is contemplated that the parent or
guardian of the child will cause to be made and filed, and will execute,
on behalf of the child, the required return where the child himself is un
able to do so. The term "parent" is defined to mean, in this connec
tion, an individual who under local law is entitled to the services of
the child by reason of having parental rights and duties in respect
of the child.
The policy of taxing compensatioIt earned by a child to such child
contemplates that the tax will be payable out of, Or charged upon,
such compensation. This result follows automatically to the extent
the tax is withheld. With respect to any tax liability not satisfied
through withholding, which is attributable to such compensation, the
House bill in paragraph (4) of the amendment to section 22 (m) of
the code provided that the parent is to be treated as having the rights
and duties of a fiduciary, to the extent of his rights and privileges
over such income.
It is recognized that the compensation of the child must be con
sidered charged with the tax thereon, and that the rights and duties
and privileges possessed by the parent with respect to such compensa
tion and the support of the child entail a responsibility upon the
parent for the timely return and payment of the tax attributable to
such compensation. The parent is generally the guardian of the
person of the child and usually also the guardian of the property of
th.e child. With respect to the making and filing of the return of the
child, it seems undesirable to impose upon the parent a duty additional
to those already imposed upon him by sections 51 (c), 142, 161, 3796
(a) (6), and related provisions of the code. In view of the parent's
dominion over such compensation, it also seems desirable that the
parent's duty as to the payment of the tax attributable to the com
pensation should be more definite and direct than that provided in
the House bill.
Accordingly, under t.he committee amendment there is substituted
for th.e provisions of the House bill, relating to the liability of the
parent as a fiduciary, a provision under which any assessment of the
tax against the child which is unpaid by him is to have the force and
effect of an assessment against the parent; accordingly all provisions
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of law respecting the collection and enforcement of an assessment
become applicable to the same extent, and in the same manner, as
an assessment against the parent. Although having the force and
effect of an assessment against the parent, the assessment against the
child retains aL"O its full force and effect. The amount which may
be enforced against and collected from the parent is the amount which
is attributable to the increase in the liability of the child as a result
of the application of paragraphs (1) and (2) of section 22 (m). Under
the amendment, the provisions of paragraph (4) are applicable not
only to the initial assessment against the child, but also to each sub
sequent assessment.
SECTION 8. ADJUSTED GROSS INCOME
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This section is the same as section 8 of the House bill with the excep
tion of additional amendments to section 117 of the code made in
subsection (d).
Subsection (a) of this section amends section 22 of the code by add.
ing subsection (n) thereto-for the purpose of defining the new concept
"adjusted gross income," which is used in determining the tax under
supplement T. The tax table provided in section 400 is divided into
brackets representing amounts of adjusted gross income. Adjusted
gross income also constitutes the base which determines whether the
optional standard deduction of $500, as provided in section 9 of the
bill, is applicable. The proposed section 22 (n) of the code provides
that the term "adjusted gross income" shall mean the gross income
computed under section 22 less the sum of the following deductions:
(1) Deductions allowed by section 23 of the code, which are attribut
able to a trade or business carried on by the taxpayer not consisting
of services performed as an employee; (2) deductions allowed by sec
tion 23 which constitute expenses of travel. meals, and lodging paid
or incurred by the taxpayer while away from home in connection with
the performance by him of services as an employee; (3) deductions
allowed by section 23 (other than expenses of travel, meals, and lodg
ing while away from home) which consist of expenses paid or incurred
in connection with the performance of services as an employee under
a reimbursement or other expense-allowance arrangement with his
employer; (4) deductions allowed by section 23 which are attributable.
to rents and royalties; (5) deductions not included in the deductions
before mentioned, for depreciation and depletion allowed under sec
tion 23 (1) and (m) to a life tenant of property or to an income bene
ficiary of property held in trust; and (6) deductions (other than those
which would be considered business losses) which are allo w ed by sec
tion 23 as losses from the sale or exchange of property.
Fundamentally, the deductions thus permitted to be made from
gross income in arriving at adjusted gross income are those which are
necessary to make as nearly equivalent as practicable the concept of
adjusted gross income, when that concept is applied to different types
of taxpayers deriving their income from varying sources. Such
equivalence is necessary for equitable application of a mechanical tax
table or a standard deduction which does not depend upon the source
of income. For example, in the case of an individual merchant or
store proprietor, gross income under the law is gross receipts less the
cost of goods sold; it is necessary to reduce this amount by the amount
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of business expenses before it becomes comparable, for the purposes
of such a tax table or the standard deduction, to the salary or wages
of an employee in the usual case. Similarly, the gross income derived
from rents and royalties is reduced by the deductions attributable
thereto (as defined in clause (4)) in order that the resulting adjusted
gross income will be on a parity with the income from interest and
dividends in respect of which latter items no deductions are permitted
in computing adjusted gross income.
The deductions described in clause (1) above are limited to those
which fall within the category of expenses directly incurred in the
carrying on of a trade or business. The connection contemplated by
the statute is a direct one rather than a remote one. For example,
property taxes paid or incurred on real property used in the trade or
business will be deductible, whereas State income taxes, incurred on
business profits, would clearly not be deductible for the purpose of
computing adjusted gross income. Similarly, with respect to the
deductions described in clause (4), the term "attributable" shall
be taken in its restricted sense; only such deductions as are, in the
accounting sense; deemed to be expenses directly incurred in the
rental of property or in the production of royalties. Thus, -for this
purpose, charitable contributions would not be deemed to be expenses
directly incurred in the operation of a trade or business, or in the rental
. of property or the production of royalties, so as to be within the provi
sions of either clause (1) or clause (4).
"
This section cree tes no new deductions; the only deductions per
mitted are such of those allowed in chapter 1 of the code as are speci
fied in any of the clauses (1) to (6) above. The circumstance that
a particular item is specified in one of tbe clauses and is also includible
in another does not enable the item to be twice subtracted in deter
mining adjusted gross income.
Tbe only expenses in connection with his employment which are
deductible by an employee electing the standard deduction, as dis
tinguished from an individual entrepreneur, are those which he incurs
for travel, meals, and lodging while away from home, or those for
which he is reimbursed directly by a separate payment by his em
ployer. Thus, for example, an employee who incurs expenses for his
employer for which he is reimbursed or for which he receives a per diem
remuneration, would include in his gross income the amount of the per
diem or reimbursement but would be entitled to deduct the amounts
paid out by him for expenses.
Subsection (b) of this section contains an amendment to section 23
(0) of the code relating to the deduction for charitable contributions.
This section is amended to allow as a deduction from gross income
chsritable tcontributions of fill individual to the extent that the
amount of such contributions does not exceed 15 percent of the tax
payer's adjusted gross income rather than 15 percent of tbe taxpayer's
net income computed without the benefit of the deduction. The effect
of 'this amendment is generally to enlarge the amount of tax benefit
which may be received by an individual who makes large gifts to

charirv.
Subsection (0) of this section has a similar amendment to section
23 (x) of the code, relating to the deduction for medical. expenses.
Here, the effect of substituting adjusted gross income for net income
computed without the benefit of the deduction is to increase slightly
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the amount of the medical expenses which must be incurred before
deduction therefor will be allowed. The medical expense deduction
provision is also amended to correspond to the system of surtax
exemptions which is introduced in section 10 of the bill. Under existing
law, the limit to which medical expenses may be deducted is $1,250 in
the case of So single person, or a married person filing 8. separate return,
and $2 500 in the case of married persons filing a jomt return, or in the
case of. a. head of the family. Since, under section 10 of the bill, the
concept of the head of the family is eliminated, the limits upon the
deduction are cast in the terms of surtax exemption. Thus, $1,250
is the maximum deduction for the taxable year if only one surtax
exemption is allowed to the taxpayer, and $2,500 if more than one
surtax exemption is allowed.
The committee amendment adds 8. new subsection (d) to this see
tion of the bill. This subsection amends section 117 of the code to
provide (1) that where tax is computed under supplement T, the de
termination of net capital gain is related to the adjusted gross income
rather than the net income as is at present the case in section 117 (a)
(10) (B), and (2) that, similarly, in computing the extent to which
capital loss will be allowed to a supplement T taxpayer under the
provisions of section 117 (d) (2), the adjusted gross income will be
used. Of course, the same percentages of gain or loss taken into
aceount in computing net income under section 117 (b) are taken
into account in determining gross income, and therefore, in computing
adjusted gross income.
SECTION 9. OPTIONAL STANDARD DlllDUCTIOlll'
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This section, which is the same as section 9 of the House bill,
amends section 23 of the code to add a new subsection (sa) which
provides that certain individual taxpayers may elect to take 8. stand
ard deduction in lieu of certain deductions and credits.
Paragraph (1) of subsection (aa) provides that the standard de
dnction is $500 in the case of a taxpayer whose adjusted gross income
as defined in section 8 of the bill is $5,000 or more. In respect of a.
taxpayer who has an adjusted gross income of less than $5,000, the
standard deduction will be available only through the use of the tax
table provided in supplement T. The tax table is so constructed as to
compute the tax on the adjusted gross income at the midpoint of the
bracket. In arriving at the tax payable for each bracket, there is
allowed a standard deduction of 10 percent of the adjusted gross
income at the midpoint of the bracket.
The standard deduction, if elected by the taxpayer, is taken in lieu
of all deductions other than those which are to be subtracted from gross
inoome in computing adjusted gross income as defined in section 8
of the bill, and also in lieu of the credits for taxes of foreign countries
and possessions of the United States, credit for taxes withheld at the
source under section 143 (a) of the code and credits against net income
in respect of interest on certain obligations of the United States and
Government corporations described in section 25 (a) (1) and (2).
In the case of a taxpayer who has elected to amortize bond pre
miums in accordance with the provisions of section 125, the deduc
tion for the amortizable bond premium under such section is deemed
to be allowable for the purposes of section 113 (b) (I) (R), ma.ting 110
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the adjusted basis of the bonds, though the taxpayer elects the
standard deduction in lieu of such deduction for the amortizable bond
premium.
The taxpayer may avail himself of the standard deduction for the
taxable year only if he so elects; and if he does elect to take the
standard deduction for the taxable year, such election shall be irrev
ocable for such year. In the case of a taxpayer whose adjusted
gross income, as shown on his return, is $5,000 or more, the standard
deduction shall be allowed only if he signifies in his return his election
to take such standard deduction in the manner to be prescribed bv
the Commissioner with the approval of the Secretary. If the tax
payer's adjusted gross income, as shown on his return, is less than
$5,000, the standard deduction shall be allowed only if he elects to
pay the tax imposed by the tax table in supplement T; his election
to pay the tax under supplement T m ust be made in accordance with
regulations prescribed by the Commissioner, with the approval of the
Secretary, under such supplement. If the adj usted gross income
shown on the return is S5,000 or more, but the correct amount is less
than $5,000, then the election by the t axpayer to take the standard
deduction shall be deemed to be his election to pay the tax imposed
by supplement T. Similarly, a failure to elect to take the standard
deduction will constitute an election not to pay the tax imposed by
supplement T. On the other hand, if the adjusted gross incorqe
shown on the return is under $5,00a, but the correct amount is $5,000
or more, then his election to pay the tax imposed by supplement T
shall be considered his election to take the standard deduction; and
in a like manner, if he fails to elect to pay the t8..x imposed by supple
ment T, he shall be deemed to have elected not to take the standard
deduction.
In the case of a husband and wife living together, if the net income
of one spouse is determined without regard to the standard deduction,
the other spouse shall not be permitted to avail himself of the standard
deduction. For example, if a husband, whose adjusted gross income
is shown on his return to be $6,000, does not elect to take the standard
deduction of $500, his wife with an adjusted gross income of $3,500
will be precluded from computing her tax in accordance with the
tax table prescribed in supplement T. The determination of whether
an individual is married and living with his spouse shall be made as
of the last day of the taxable year. If one spouse dies during the
taxable year, such determination, however, will be made as of the
date on which such death occurred.
The standard deduction is not permitted where a separate return
is made for a period of less than 12 months under section 47 (a) of
the code on account of a change in the accounting period of the
taxpayer.
Subsections (b), (c), and (d) of this section amend sections 162, 169,
183, and 213 of the code so as to deny to estates, trusts, common trust
funds, partnerships, and nonresident aliens and citizens of the United
States entitled to the benefits of section 251 the privilege of taking
the standard deduction.
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SECTION 10. CREDITS AGAINST NET INCOME
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This section is substantially the same as section 10 of the House bill.
Section 10 (a) amends section 25 (a) of the code by adding at the
end thereof a new paragraph to provide a normal tax exemption of
$500. In the case of a joint return by husband and wife under
section 51, a normal tax exemption of $1,000 is provided except that
where the adjusted gross income of one spouse is less than $500, the
exemption will be $500 plus the adjusted gross income of such spouse.
For the purposes of the normal tax, no credit or exemption is recog
nized with respect to dependents.
Section 10 (b) revises subsection (b) of section 25 of the code to
eliminate references now found therein to husband and wife, and to
head of a family, and to provide for surtax exemptions on a per capita
system. As a feature of the per capita exemption system the amend
ment also changes existing law tests for credit for dependents. Under
the new provisions a. taxpayer may receive credits against net income
for the purposes of the surtax, but not for the normal tax, in the
amount of $500 for himself, $500 for his spouse if a joint return is filed
or if a separate return is filed and the spouse has no gross income and
is not a dependent of another person, and $500 for each dependent
whose gross income is less than $500. Thus, where a husband and
wife file a joint return they are entitled to an exemption of $1,000.
I! such case neither the husband nor the wife may be claimed as a
dependent by any other person.. This is true although the wife, for
instance, has no gross income and has received more than half of her
support for the taxable year from her parent. In the husband-and
wife situation where no joint return is filed but where one of the
spouses files a separate return, such spouse would be entitled to claim
an exemption of $1,000 provided that the other spouse had no gross
income and was not a dependent of another person. The rule under
existing law that the marital exemption may be divided between the
spouses as they choose or all claimed by one spouse on a separate re
turn, is changed so that where separate returns are filed, husband and
wife are entitled only to their respective $500 exemptions. It is only
in the case where one spouse has no gross income and is not a de
pendent of another person that the other spouse (having no depend
ents) may claim $1,000 on a separate return filed by him. Similarly,
it is only in the situation where a separate return is filed by one spouse
and the other spouse has no gross income that inquiry need be made
into the question of whether the wife, for example, is supported and
claimed as a dependent by her parent. However, if the wife, for in
stance, had no gross income and derived more than half of her support
from an individual who would not be entitled to claim a credit for her
us a dependent (for example. a first cousin), the husband would be
entitled to the surtax exemption with respect to his wife.
In addition to the exemption of the taxpayer himself and the possible
second exemption for his spouse under the conditions noted above, a
taxpayer is entitled, under the new section, to a $500 exemption for
each dependent. Under existing law a taxpayer may claim a. credit
for any person who is dependent on him and is under the age of 18 or
physically or mentally incapable of self-support, and for whom he
furnishes the chief support. In lieu of these tests the new system of
exemptions grants a surtax exemption for every person closely related
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amount of wages in excess of the withholding exemptions subject to
the first surtax bracket rate, as shown in clause (2) of the preceding
paragraph; this amount represents an approximation of the width
of the first surtax bracket ($2,000) as prorated over the various
pay-roll periods shown in t.he table.
Subsection (c) of this section amends section 1622 (c) (1) of the
code, which contains the wage bracket withholding tables for the
various pay-roll periods to be used at the election of the employer in
lieu of the percentage method, described above. This amendment of
the bill provides 11 new series of tables, which take into account the
repeal of the Victory tax through section 6 of the bill and the revision
of rates in the normal tax and surtax under sections 3 and 4 of the
bill. These tables are also designed with reference to the new system
of per capita exemptions as provided under section 10 of the bill; in
lieu of the headings of the columns referring to the marital status and
number of dependents, as under the present law, the columns in the re
vised tables merely refer to the number of withholding exemptions
which an employee claims in his exemption certificate. Also, the new
tables have very much narrower wage brackets than those in th~
present tables; for example, the present weekly table has $5 brackete
up to $30 and $10 brackets from $30 to $200, whereas the new weekly'
table has $1 brackets up to $60, $2 brackets from $60 to $100, $5
brackets from $100 to $150, and $10 brackets from $150 to $200.
This reduction in the width of the wage brackets will make the with
holding correspond more closely with final tax liability.
Subsection (d) of this section of the bill completely revises the
present provisions of section 1622 (h), relating to the withholding
exemption certificates. Under the amendment as rephrased by the
committee, subsection (h) (1) provides that an employee shall be en
titled on anyone day to one withholding exemption for himself, one
for his spouse unless she has in effect a. withholding exemption certifi
cate in which she claims a withholding exemption for herself, and one
for each individual with respect to whom there may reasonably be
expected to be allowable a surtax exemption under section 25 (b) (3)
for his taxable year in respect of which the tax withheld in the calen
dar year in which such day falls, is allowed as a credit. With respect
to the latter withholding exemption, the reasonable expectation con
templated by the amendment is one arrived at upon the basis of facts
existing at the beginning of such day. The individual in respect of
whom an exemption is claimed must be in existence and bear the
proper relationship to the taxpayer on the day in question; and, in
general, 8. withholding exemption may be claimed only if the taxpayer
would be entitled to a surtax exemption if such day were the last day
of his taxable year.
Paragraph (2) (A) of section 1622 (h), as amended, provides that on
or before the date of the commencement of employment, the employee
shall furnish his employer with a signed withholding exemption certifi
cate stating the number of withholding exemptions which he claims
but which shall in no case exceed those to which he is entitled, as
mentioned in the preceding paragraph. The certificate shall contain
such information and shall be made ill such form as may be prescribed
by the Commissioner with the approval of the Secretary.
Section 1622 (h) (2) (B) provides specifically for the filing of new
withholding exemption certificates when any change relating to the
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withholding status occurs. In the case of an employee who is on any
day entitled to fewer withholding exemptions than those claimed on
the withholding exemption certificate then in effect, a new certificate
is required to be furnished by him to his employer within 10 days
after such day. If, however, the employee is entitled to more with
holding exemptions than shown on his certificate then in effect, he
may, but is not required to, furnish a new certificate. Such neW
certificates shall indicate the number of withholding exemptions
which the employee claims, not to exceed, however, the number to
which he is then entitled.
' "",
The committee amendment adds a new subparagraph (C) to section
1622 (h) (2) with respect to the case where on any day during the
ealendsr yea;r the number of withholding exemptions to which the
employee will be, or may reasonably be expected to be, entitled at the
beginnmg of his next taxable year is different from the number to
which the employee is entitled on such day. .To the extent and at
such times as the Commissioner may prescribe by regulations, such
employee shall furnish a new withholding certificate containing the
number of withholding exemptions which he claims, not exceeding
the number to which he will be, or may reasonably be expected to be,
entitled.
Under section 1622 (h) (3) (A), as provided by this section, the with
holding exemption certificate first takes effect as of the beginning of
the first pay-roll period ending on or after the date it is furnished,
if no previous certificate is then in effect. With respect to wages
paid without regard to a pay-roll period, such a certificate first takes
effect as of the first payment of wages made on or after such date.
However, in cases where a previous certificate is in effect, paragraph
(3) (B) provides that a new withholding exemption certificate shall
take effect with respect to the first payment of wages made on or after
the first status determination date occurring at least 30 days from the
date on which such certificate is furnished. The status determination
date, as in the present law, means January 1 and July 1 of each year:
At the election of the employer, the new certificate may be made
effective with respect to any payment of wages made on or after the
date of furnishing such certificate. The committee amendment inserts
a new clause in this paragraph (3) (B) providing that a certificate
furnished under the provisions of paragraph (2) (C), discussed above,
shall in no event become effective with respect to any payment of
wages in the calendar year in which the certificate is furnished.
Paragraph (4) of section 1622 (h), as revised by this section of the
bill, provides that a withholding exemption certificate which becomes
effective under section 1622 (h) shall continue in effect with respect to
the employer until another certificate takes effect.
In view of the changes made by the bill, particularly those relating
to the exemptions for the normal tax and the surtax, it was deemed
necessary to require new withholding exemption certificates for use
under the new law. Therefore, subsection (e) of this section of the
bill provides that all withholding exemption certificates which are fur
nished under the present law shall be ineffective with respect to the
new withholding provisions. Thus, all certificates which are now in
effect or which may be put into effect with respect to wages paid before
January 1, 1945, will become ineffective when the amendments to with
holding become applicable, i. e., with the first payment of wages-made
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on or after January 1, 1945. Subsection (e) also requires every em
ployee to furnish his employer with a new withholding exemption cer
tificate on or before December 1, 1944, or if he commences his employ
ment between such date and January 1, 1945, on or before the date
he commences such employment. Under the amendment as rephrased
by the committee, the number of withholding exemptions which the
employee may claim on such new certificate shall be the number which
he would be entitled to claim if the day on which such certificate is
furnished were Januarv 1, 1945. If the certificate is furnished within
the time prescribed, it will be given effect with the first payment of
wages on or after January 1, 1945. However, if the new certificate
is not furnished on or before December 1, 1944, but is furnished prior
to January 1, 1945, it shall take effect in accordance with the provi
sions of section 1622 (h) (3) (B), as added by this section of the bill,
unless it is furnished on or before the date of commencement of em
ployment. Therefore, in such a case where the new certificate is fur
nished during the month of December 1944, but not on the first day
of such month and not on or before the date of the commencement of
employment, the new certificate shall take effect with respect to the
first payment of wages made on or after the first status determination
date occurring at least 30 days after the furnishing of such new certifi
cate. However, at the election of the employer such certificate may
be given effect with respect to any payment of wages made on or after
the date on which it is furnished, except that it shall not be made
effective-with respect to any wages paid prior to January 1, 1945. The
provisions of section 1622 (h) (3) (B) will also govern the situation
where a new certificate is not furnished until on or after January 1,
1945, and is not furnished on or' before the date of the commencement
, of employment, provided a certificate was in effect with the same em
ployer on December 31, 1944, under the provisions of section 1622 (h)
without regard to the amendments made by this bill.
Through the elimination by section 10 (b) of the bill of ,T uly 1 as the
status determination date for the personal exemption and credit for
dependents under section 25 of the code, it is no longer necessary that
under section 1622 (h) (1) an employer be prevented from giving effect
to changes in the status of his employees occurring after July l.
Therefore, section 22 (f) of the bill amends section 1622 (h) (1) so as
to permit the employer, if he so elects, to give immediate effect to any
withholding exemption certificate with resp~t to wages paid af~r
. the date of furnishing It to the employer. This amendment IS effective
only with respect to wages paid during the calendar year 1944.

