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Regulations

TITLE 7—AGRICULTURE

Chapter XI—War Food Administration
(Distribution Orders)

IWFQ, 984, Termination]
Part 1460—FaTs anp OILs

TERMINATION OF RESTRICTIONS ON TRANS-
FER OF DOLIESTIC FLAXSEED

War Food Order No. 94, as ‘amended
(9 F.R. 8002), is hereby terminated. *

This order shall become effective at
12:01 a.m., e. w. t., December 11, 1944,
With respect to violations, rights ac-
crued, liabilities incurred, or appeals
taken, prior to said date, under War
Food Order No. 94, as amended, all pro-
visions of said order shall be deemed to
remain in full force for the purpose of
sustaining any proper suit, action, or
other proceeding with respect to any
such violation, right, liability, or appeal.

(E.0. 9280, 7 F.R. 10179; E.O. 9322, 8
FR. 3807; E.O. 9334, 8 F.R 5423; E.O.
9392, 8 F.R. 14783) ’

Issued this 11th day of December 1944,

. ASHLEY SELLERS,
Assistant War Food Administrator.

[F. R. Doc. 44-18830; Filed, Dec. 12, 1944;
12:08 p. m.]

-

TITLE 8—ALIENS AND NATIONALITY

Chapter JI—Office of Alien Property
Custodxan

[Gen=Order 31, Amdt.}
ParT 50§—Gmm ORDERS
DELEGATION OF AUTHORITY

Prohibition of transactions and ap-
pointment of agents and delegates with
pbwer to make and fo revoke authoriza-
tions and to designate supervisors.

Under the authority of the Trading
With- the Enemy Act, as amended, and
Ezecutive Order No. 9095, as amended,
and pursuant to law, the undersigned
hereby amends paragraph (b) of Gen-

eral Order No. 31, heretofore issued by
the Alien Property Custodian, dated July
10, 1844, and published in the Frpenan
REGISTER on July 12, 1944, (9 F.R, 7739),
in the following manner, and not other-
wise:

By . striking therefrom the words
“Homer Jones, as Chief of the Division
of Investigation and Research” and in-
serting in lieu thereof the words “Fritz
Machlup, as Acting Chief of the Division
of Investigation and Research” and by
striking therefrom the words “W. D.
Bradford, as Chief of the Non-Enemy
Enterprise Section, Division of Businezs
Operations and Liquidation”, and insert-
ing in lieu thereof the words “W. D.
Bradford, as Assistant to the Alien Prop-
erty Custodlan.”

Executed at Washington, D. C. on De-
cember 12, 1944,

(40 stat. 411, 50 U.S.C. App.; 55 Stat. 839,
50 TU.S.C. App. (Supp.); E.O. 9193, 7T F.R.
5205)

[sEAL] . JauEs E. Mangsar,
Alien Property Custodian.

[F. R. Doc. 44-18873; Filed, Dec. 13, 1944;
11:13 0. m.]

’

TITLE 26—INTERNAL REVENUE

Chapter I—Bureau of Internal Revenue
Subchapter D—Employment Taxcs
[Regulations 116]

PART 405—COLLECTION OF Incorne TAx AT
SOURCE ON OR AFTER JANUARY 1, 1945

Regulations relating to collection of in-
come tax ab source on wages under Sub-
chapter D and Subchapter E of Chapter
9 of the Internal Revenue Code, as
amended (applicahle only with respect to
wages paid on or after January 1, 1945).

SUBPART A—IINTROBUCTORY FROVISIONS
Sec.

405.0
405.1

Scope of regulations.
TWages pald on or eftcr January 1,
1845,
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[Act February 10, 1039, 53 Stat,, Part 1]
AN ACT

To consolidate and codify the internal rove
enue laws of tho United States

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress asspmbled, That tho
Iaws of the United States herelnaftor codified
and set forth as a part of this act under the
heading “Internal Revenue Title” are hordby
enacted into law.

Sec. 2. CrraTioN. This act and the internal
revenue title incorporated herein shall bo
known as the Internal Revenue Codo and
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® -] ] ] L]
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Internal Revenue Title have been made for
- the purpose of a more convenient and orderly
arrangemeént of the same, and, therefore, no
inference, implication or presumption of leg-
islative construction shall be drawn or made

by reason of the location or grouping of any-

particular section or provision or portion
thereof, nor shall any outline, analysis, cross
reference, or descriptive matter relating to
the contents of said Title be given any legal
effect.

* L2 ® -3 ® -

SUBPART A—INTRODUCIORY PROVISIONS

§ 405.0 Scope of 7regulaiions. The
regulations in this part deal with the
system of collection of income tax at
source on wages paid on or after January
1, 1945, under Subchapter D, relating to
collection of income tax at source on
wages, and Subchapter E, general pro-
visions, of Chapier 9 of the Internal
Revenue Code.

Inasmuch as the regulations in this
part constitute Part 405 of Title 26 of the
1944 Supplement to the Code of Federal
" Regulations, each section of the regula-
ticns bears s number commencing with
405 and a decimal point. References to
sections not preceded by “405.” are rei-
erences to sections of law. References
to sections of law are references to the
Internal Revenue Code unless otherwise
expressly indicated. Each section, sub-
section, or paragraph of the Internal
Revenue Code set forth in the regulations
in this part shall be considered as a
part of the respective regulations section
to which it corresponds. .

Sec. 21. EXFECTIVE DATE. (INDIVIDUAL IN-
COME TAX ACT OF 1944, PART IL.)

The amendments made by this Part shall
apply only with respect to wages pald on or
after January 1, 1945.

§ 405.1 Wages paid on or after Janu-
ary 1, 1945. 'The regulations in this part
apply to all wages (as defined in section
1621) paid on or after January 1, 1945,
regardless of when such wages were

" earned. Thus, if an employee is paild
wages on January 1, 1945, for services
performed during 1944 or any preceding
year, withholding of the tax at source
on such wages shall be subject to the
regulations in this part.

Wages are constructively paid within
the meaning of the regulations in this
part when they are credited to the ac-
count of or set apart for an employee so
that they may be drawn upon by him at
any time although not then actually re-
duced to possession. To constitute pay-
ment in siich a case, the wages must be
credited or set apart to the employee
without any substantial limitation or re-
striction as to the time or manner of pay-
ment or condition upon which payment is
to be made, and must be made available to
him so that they may be drawn upon at
any time, and their payment brought
within his control and disposition.

SUBPART B—DEFINITIONS

SUBCHAPTER D—COLLECTION OF INCOME TAX AT
SOURCE ON VWAGES

See, 1621, DEFINITIONS [AS ADDED BY B0, 2
(&), CURRENT TAX PAYMENT ACT OF 1843].

As used in this subchapter [Subchapter D
of Chapter 91—

() -Wages. The term “wages” means gl
remuneration (other than fees pald o8

public cfiicial) for corvices performed by an
employee for his employcr, Including the cach
value of all remuncration pald in any me-
dium other than cach; execpt that such torm
shall not Include remuncration patd—

(1) for services performed as o member of
the military or nnval foreces of thoe United
States, other than penslons and retired pay
includible In gro=s
1, or

(2) for gpgricultural labor (o5 defined In
section 1426 (h)), or

(3) for domestic cervice in a private home,
lecal college club, or local chapter of o col-
lege fraternity or sorority, or

(4) for casual labor not in the cource of
the employer's trade or businecs, or

(5) for services by a citizen or resident of
the United States for a forelgn government
or for the government of the Commonvealth
of the Philippines, or

(6) for services performed by @ nonrest-
dent alien individual, other than g resident
of & contiguous country who entcrs and leaves
the United States at frcquent intcreals, or

(7) for such gervices, performed by o non-
resldent alfen individual who Is o restdent of
4 contiguous country and who enters and
leaves the United States at frequent inter-
vals, 85 may be designated by regulations
prescribed by the Commicsioner with the ap-
proval of the Sccretary, or

(8) for services for an employer performed
by a citizen or resldent of the United States
while outside the United States (as defined
in section 3737 (a) {(8) if the major part
of the services for such employer during the
calendar year I8 to be performcd outside the
United States, or

«9) for cervices performed ac a minister
of the gospel.

For the purpose.of paragraph (8) cervices
performed on or in connection with an
American vessel (as defined In cegtion 1420
(g)) under o controct of cervice which is
entefed into within the United States or dur-
ing the performance of which the vessel
touches at a port in tho Unitcd States, or on
or {n connection with any vecoel 05 an eme
ployee of the United States employcd through
the War Shipping Administration, chall not
constitute services performed outside the
United States.

Sectfon 1426 (g) and (i) of the Internal
Rerenue Code

(g) American vessel. ‘Tno term “Amerfean
vessel” means any vecsel documented or num-
bered under the laws of the Unitcd States;
and includes any vessel which {5 nelther doe-
umented or numbered under the laws of the
United States nor decumented undcr the lavws
-of any forelgn country, if 1ts crew is employed
solely by one or more cltizens or residents of
the United States or corporations zod
under the laws of tho Unitcd States or of
any State,

(h) Agricultural labor. The term “agrl-
cultural labor” Includes all zervices por-
formed—

(1) On a farm, In the employ of any per-
son, in conncction with cultivating the coll,
or in connectlon with ralsing or harvesting
any agricultural or horticultural commedity,
including the raising, chearlng, feeding, car-
ing for, training, and mansgement of Hve-
stock, bees, poultry, and fur-bearing animals
and wildlife.

(2) In the employ of the owner or tenant
or other operator of o farm, in conncction
with the operation, mancgement, concorvas
tion, Improvement, or maintenance of such
farm and its tools and equipment, or in £al-
veging timber or clearing lnnd of bruch and
other debris left by a hurricanoe, if the major
part of such cervice 16 porformed on a farm.

(3) In connection viith the production or
harvesting of maple sirup or maple sugar or
any commoedity defined £3 an ngrlctﬁ
commodity in ecction 1§ (g) of the Agricul-

incomo under Chapter -

14575

tural Marketing Act, as cmende3d, or in con-
nection with the raizing or harv g of
muchraams, or in connection with the hatch-
ing of poultry, or in connestion with tha
ginning of cotton, or in connection with tho
cpcration or maintenance of ditches, canals,
recervolrs, or watercays uced exclusivaly for
cupplying and storing water for farming
purpaces.

(4) In handling, planting, . pack-
iog, packaging, processing, freezing, grading,
otoring, or delivering to storaze or to marizet
or to o carrler for trancportation to market,
ony aoricultural or horticultural commedity;
but only if such corvice §s parformed as an in-
cldent to crdinary farming operations or, In
tho cace of frults end vezetables, 2s on iInci-
dent to the preparation of such fnnta or
vegetables for market. The provisions of
this paragraph shall not be deemed to be
applicable with respect to service performed
in connection with commercinl canning or
commercial freezing or in connection with
any agricultural or herticultural commadity
after its dellvery to 2 terminal moriet for
distribution for consumption.

As uced In this subsestion, the term “farm™
includes stock;, dalry, psultry, fruit, fur-bear-
ing animal, and truck farms, plantations,
ranches, nurseries, ranges, greenhomcs or
other oimilar structures used primarily for
the ralsing of agriculfural or horticultural
commaodities, and orchards,

Section 15 (9) of the Apriculturcl Xaorketing
Act, c3 Amended

As uced In this Act, the term “zgricultural
commodity” Includes ®* * 2 crude gum
(clesresin) from a MHving tree, and the fol-
1owing products a3 processed by the orizinal
preducer of the crude gum (oleoresin) from
which derlved: Gum opirits of turpentine
and gum rosin, as defined in the Naval
Stores Act, approved March 3, 1923,

Section 2 (¢) end (k) of the Noral Stores Act
. s - - L]

(¢) “Gum cpirits of turpentine™ means
spirits of turpentine made from gum (oleo-
recin) from o Uving tree.

(h) “Gum rosin™ means rosin remaining
after the diztillation of .gum cpirits of
turpentine.

Sectior 3757 (@) of the Interncl Rerenue
Caode

{2) When uced in thls title (Internal Reve

enue Cade] *= °
3 L3 -] -~ ]

(9) United Stlates. The term “United
States” vhen uced In a gegzraphlcal senze2 in-
cludes only the States, the Territorles of
Alacks ond Hawaif, ond the District of
Columbia.

[} L L] - -]

(16) 2rititary or Noral Forces of the
United Stetes. The term “milifary or naval
forces of the United States™ fncludes tke
Marlne Corps, the Coast Guard, the Army
Nurce Corps, Femaole, the Women's Army
Auzillary Corps, the Navy Nurce Corps, Fe-
male, and the Women's Reszrve branch of
the INcval Reserve.

(-] [ -] k] -]

§ 405.101 YWages—(a) In general.
The term “wages"” means all remunera-
tion for zervices performed by an em-
ployee for his employer unless specifically
excepted under section 1621 (a) or szc-
tlon 1622 (g). Sze §§405.102 and
405.204.

The name by which the remuneration
for services Is designated is immaterial,
Thus, salarles, fees, bonuses, commis-
slons on sales or on insurance premiums,
pensions, and retired pay are wages
v:ithin the meaning of the statute if paid
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as compensation for services performed
by the employee for his employer.

The basis upon which the remunera-
tion is paid is immaterial in determining
whether the remuneration constitutes
wages. Thus it may be paid on the basis
of piecework, or a percentage of profits;
and may be paid hourly, daily, weekly,
monthly, or annually.

‘Wages may be paid in money or in some
medium other than money, as, for ex-
ample, stocks, bonds, or other forms. of
property. If services are paid for in a
medium other than money, the fair
market value of the thing taken in pay-
ment is the amount to be included as
wages subject to withholding. If the
services were rendered at a stipulated
price, in the absence of evidence to the
contrary such price will be presumed
to be the fair value of the remuneration
received, If a corporation transfers to
its employees its own stock as remunera-
tion for services rendered by the ern-
ployee, the amount of such remunera-
tion is the fair market value of the stock
at the time of the transfer. If a person
receives as remuneration for services
rendered a salary and in addition there-
to living quarters or meals, the value to
such person of the quarters and meals so
furnished shall be added to the remu-
neration otherwise paid for the purpose
of determining the amount of wages sub-
ject to withholding. If, however, living
quarters or meals are furnished to an
employee for the convenience of the em-~
ployer, the value thereof need not be
included as wages subject to withholding.

Ordinarily, facilities or privileges
(such as entertainment, medical serv-
ices, or so-called “courtesy” discounts
on purchases), furnished or offered by
an employer to his employees generally,

are not considered as wages subject to-

withholding if such facilities or privileges
are of relatively small value and are
offered or furnished by the employer
merely as a means of promoting the
health, good will, contentment, or effi-
ciency of his employees.

_'Where wages are paid in property
other than money, the employer should
make necessary arrangements to insure
that the amount of the tax required to be
withheld is available for payment to the
collector.

Tips or gratuities paid directly to an

employee by a customer of an employer, ”

and not accounted for by the employee
' to the employer, are not subject to with-
holding. .
Remuneration for services, unless such
remuneration is specifically excepted by
the statute, constitutes wages even
though at the time paid the relation-
ship of employer and employee no longer
eixsts between the person in whose em-
ploy the services were performed and
the individual who performed them.

Example. A is employed by B during the
month of January 1945 and is entitled to
recelve remuneration of $100 for the serv-
ices performed for B, the employer, during
the month. A leaves the employ of B at
the close of business on January 31, 1945.
On February 15, 1945 (when A is no longer
an employee of B), B pays A the remunera-
tion of $100 which was earned for the serv-
ices performed in January. The §100 is
wages within the meaning of the statute.

3

(b) Pensions, retired pay, and em-
ployees’ trusts. In general, pensions and
retired pay are wages subject to with-
holding. However, no withholding is re-
quired with respect to amounts paid to

‘an employee upon retirement which are

taxable as annuities under the provisions
of section 22 (b) (2). So-called pensions
awarded by one to whom no services have
been rendered are mere gifts or gratuities
and do not constitute wages.

No withholding is required with re-
spect to an employer’s tontributions to,
or with respect to distributions under, a
pension, stock bonus, profit-sharing,
annuity plan, or other plan deferring the
receipt of compensation by the employee,
including amounts paid or contributed
by an employer in conjunction with such
a plan in respect of life insurance or
death benefits, if the contributions of the
employer to such plan are of the charac-
ter for which a deduction is allowable
under section 23 (p). As to information
at the source with respect to payments
referred to in this paragraph, see section
147 and the regulations thereunder.

Wages representing retired pay for
service in the military or naval forces
of the United States are subject to with-
holding unless the individual receiving
such pay has been retired because of
personal injuries or sickness resulting
from active service with such forces.
Where such retired pay is paid to g non-
resident alien individual no withholding is
required. See section 1621 (a) (6).
Payments of pensions or other benefits

under the War Risk Insurance Act, as-

amended, the World War Veterans’ Act,
1924, as amended, the Emergency” Offi-
cers’ Retirement Act, as amended, the
World War Adjusted Compensation Act,
as amended, the pension laws in effect
prior to March 20, 1933, Public Law Num-
bered 2, ‘Seventy-third Congress, as
amended, Public Law Numbered 484,
Seventy-third Congress, and any Act or
Acts amendatory of such Acts, are not
includible in gross income under Chapter
1 of the Internal Revenue Code and
hence are not subject to withholding.

(¢) Traveling and other -expenses.
Amounts paid specifically—either as ad-~
vances or reimbursements—for traveling
or other bona fide ordinary and necessary
expenses incurred or reasonably ex-
pected to be incurred in the business of
the employer are not wages and are not
subject to withholding. Traveling and
other reimbursed expenses must be iden-
tified either by making a separate pay-
ment or by specifically indicating the
separate amounts where hoth wages and
expense gllowances are combined in g
single payment.

(d) Vacation allowances. Amounts of
so-called “vacation allowances” paid to
an employee constitute wages. Thus,
the salary of an employee on vacation,
paid notwithstanding his absencé from
work, constitutes wages.

(e)__Dismissal payments. Any pay-
ments made by an employer to any em-
ployee on account of dismissal, that is,
involuntary separation from the service
of the employer, constitute wages re-
gardless of whether the employer is

legally bound by contract, statute, or

otherwise to make such payments.
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(f) Deductions by employer from
wages of employee. ‘The amount of any
tax which is required by law to be do-
ducted by the employer from the wages
of an employee is considered to be a part
of the employee’s wages and is deemed to
be paid to the employee as wages ab the
time the deduction is made. Other
amounts deducted from the wages of an
employee by an employer also constifute
wages paid to the employee at the time
of the deduction. It is immaterial that
the Internal Revenue Code, or any Act of
Congress, or the law of any State, re-
quires or permits such deductions and
the payment of the amounts thercof to
the United States, a State, a Territory, or
the District of Columbia, or any political
subdivision of any one or more of the
foregoing.

(g) Payment by an employer of eni«
ployee’s tax, or employee’s contributions
under a State low. The term "wages”
includes the amount paid by an employer
on behalf of an employee (without de=
duction from the remuneration of, or
other reimbursements from, the em-
ployee) on account of any payment re-
quired from an employee under a State
unemployment compensation law, or on
account of any tax imposed upon the
employee by any taxing authority, in-
cluding the taxes imposed by sectiong
1400 and 1500.

(h) Remuneration for services as e~
ployee of nonresident alien individual or
foreign entity. The term “wages” Ine
cludes remuneration for services per«
formed by a citizen or resident of the
United States as an employee of a non«
resident allen individual, foreign parte
nership, or foreign corporation whether
or not such allen individual or foreign
entity is engaged in trade or business
within the United States. Any person
paying wages on behalf of » nonresident
alien individual, forelgn partnership, or
foreign corporation, not engaged in trade
or business within the United States, 18
subject to all the provisions of law and
regulations applicable with respect to an
employer. See § 405.105.

§405.102 Exclusions from wages—
(a) Fees paid to ¢ public oficial. Au-
thorized fees pald to public offlclals such
as notaries public, clerks of courts, sher«
iffs, ete., for services rendered in the
performange of their official duties are
excepted from the definition of the term
“wages” and hence are not subject to
withholding. However, salarles pald
such officials by the Government, or Gov-
ernment agency or instrumentality, are
subject to withholding,

(b) Compensation of military and na-
val forces. Remuneration paid for serv-
jces performed as a& member of the mili-
tary or naval forces of the United States
is excepted from the definition of the
term “wages.” Penslons and retired pay,
if includible in gross Income ‘under
Chapter 1 of the Internal Revenue
Code, are not within the exception and
hence constitute wages subject to with-
holding. For the purpose of the excep-
tion, the military and naval forces of the
United States include (but are not neces«
sarily limited to) the Army, the Navy.
the Marine Corps, the Coast Guard, the
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Army Nurse Corps, Fen ile, the Navy

. Nurse Corps, Female, the Women'’s Army

Corps (the “WACS”), the Women's Re-
serve Branch of the Naval Reserve (the
“WAVES”), the Women’s Reserve
Branch of the Coast Guard Reserve (the
“SPARS"), and the Manne Corps
Wemen's Reserve.

(¢) Remuneration paid for agricul-
tural labor—(1) In general. The term
“wages” does not include remuneration
for services which constitute agricul-
tural labor as defined in section 1426 (h),
The term “agriculfural labor” as so de-
fined includes services of a character
described in subparagraphs (2), (3), 4),
and () of this paragraph. In general,
however, the term “agricultural labor”
does not include services performed in
connection with forestry, lumbering, or
landscaping.

(2) Services described in section 1426
(h) (1). Remuneration paid for serv-
ices performed on a farm by an em-
ployee of any person in connection with
any of the following activities is excepted
as remuneration for agricultural labor:

(i) The cultivation of the soil;

(ii) The raising, shearing, feeding,
caring for, training, or management of
livestock, bees, poultry, fur-bearing ani-
mals, o wildlife; or

(iii) The raising or harvesting of any
other agricultural or horticultural com-
modity.

The term “farm” as used in this para-
graph includes stock, dairy, poultry, fruit,
fur-bearing animal, and truck farms,
plantations, ranches, nurseries, ranges,
orchards, and such greenhouses and
other similar structures as are used pri-

“marily for the raising of agricultural or

horticultural commodities. Greenhouses
and other similar structures used pri-
marily for other purposes (for example,
display, storage, and fabrication of
wreaths, corsages, and bouquets), do not
constitute “farms.”

(3) Services described in section 1426
() (2). The remuneration paid for the
following services performed by an em-
ployee in the employ of the owner or
tenant or other operator of one or more
farms is excepted as remuneration for
agricultural labor, Provided, The major

. part of such services is performed on a

farm:

(i) Services performed in connection
with the operation, management, conser-
vation, improvement, or maintenance of
any such farms or its tools or equipment;
or

(ii) Services performed in salvaging
timber, or clearing land of brush and
other debris, left by a hurricane.

The services described in (i) above may
include, for example, services performed
by carpenters, painters, mechanics, farm
supervisors, irrigation engineers, book-
keepers, and other skilled or semiskilled
workers, which contribute in any way
to the conduct of the farm or farms,
as such, operated by the person employ-
ing them, as distinguished from any
ofher enterprise in which such person
may be engaged. Since the services de-
scribed in this subparagraph must be
performed in the employ of the owner

" or tenant or other operator of the farm,

the exception does not extend to remu-
- neration paid for services performed by
employees of a commercial painting con-
cern, for example, which contracts with
a farmer to renovate his farm properties.

(4) Services described in scction 1426
(2) (3). Remuneration paid for serv-
ices performed by an employee in the
employ of any person in conection with
any of the following operations Is ex-
cepted as remuneration for agricultural
labor without regard to the place where
such services are performed:

(1) The ginning of cotton;

(i) The hatching of poultry;

(iii) The raising or harvesting of
mushrooms;

- (iv) The operation or maintenance of
ditches, canals, reservoirs, or waterways
used exclusively for supplying or storing
water for'farming purposes;

(v) The production or harvesting of
maple sap or the processing of maple sap
Jnto maple sirup or maple sugar (but not
‘the subsequent blending or other proc-
essing of such sirup or sugar with other
products) ; or

(vi) The production or harvesting of
crude gum (oleoresin) from a lving tree
or the processing of such crude gum into
gum spirits of turpentine and gum rosin,
provided such processing is carrled on
by the original producer of such crude

sum.

(5) Services described in section 1426
) (4. () Remuneration paid for
services performed by an employee in the
employ of a farmer or a farmers' co-
operative organization or group in the
handling, planting, drying, packing,
packaging, processing, freezing, grading,
storing, or delivering to storage or to
market or to a carrler for transportation
to market, of any agricultural or horH-
cultural commedity, other than fruits
and vegetables (see subdivision (i) be-
low), produced by such farmer or
farmer-members of such organization or
group of farmers is excepted, provided
such services are performed as an in-
cident to ordinary farmins operations.

Generally services are performed “as an
incident to ordinary farming operations”
within the meaning of this paragraph if
they are services of the character
ordinarily performed by the employees
of a farmer or of a farmers’ coop-
erative organization or group as a pre-
requisite to the marketing, in its un-
manufactured state, of any agricultural
or horticultural commodity produced by
such farmer or by the members of such
farmer’s organization or group. “Services
performed by employees of such farmer
or farmers’ organization or group in the
handling, planting, drying, packing,
packaging, processing, freezing, grading,
storing, or delivering to storaze or to
market or to a carrier for transpotation
<o market, of commodities produced by
persons other than such farmer or mem-
bers of such farmers' organization or
group are not performed “as an incident
to ordinary farming operations”’

- (il) Remuneration paid for eervices
performed by an employee in the employ
of any person in the handling, planting,
drying, packing, packaging, processing,
freezing, grading, storing, or delivering to
storage or to market or to o carrier for
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transportation to market, of fruits and
vezetables, whether or nat of. a2 perishaable
nature, Is excented as remunsration for
arcricultural labor, Providzd, Such serv-
{ces are parformed 25 an incident to the
preparation of such fruits and vezetables
for market. For example, if sarvices in
corting, grading, or storingz of fruits, or
in the cleaning of beans, are parformed
as an incident to their preparation for
market, remuneration paid for such serv-
ices moy be exncepted whethsr the serv-
ices are performed in the employ of a
farmer, a farmers’ cooperative, or 2 com-
mercigl handler of such commoditiss.

({1)” The services describzd in subdi-
visions (1) and i), above, do not include
cervices performed in connection with
commercial cannin® or commereial
{reezing, or in connection with any com-
modity after its delivery to a ferminal
market for distribution for consumption.
Moreover, since the services deseribed in
such subdivisions must be rendered in the
actual hondling, planting, drying, pack-
inm, packaging, proces smg, freczing,
grading, storing, or delivering fo storage
orto mar};et or to a carrier for transpor-
tation to market, of the commadity, such
services do not, for ezample, include serv-
ices performed as stenographers, book-
Lkeepers, clerlrs, and other office em-
ployees, even though such services may
bz in tonnection with such activities.
However, to the extent that the szrvices
of such individuals are performed in the
employ of the owner or tenant or other
operator of a farm and are rendered in
major part on a farm,“they may bz
within the provisions of subparagraph
(3) of this paragraph.

(d) Remuneration paid for domestic
service. Remuneration pald for services
of a household nature performed by an
employee in or abouf the private home
of the person by whom he is employed,
or performed in or about the club rooms
or house of a local colleze club or local
chapter of a college fraternity or soror-
ity by which he is employed, is excepted
from the term ““rages.”

A private home is the fixed place of
abode of an individual or family.

A local college club or local ehapter of
a college fraternity or sorority dozs not
include an alumni club or chapter.

If the home is utilized primarily for the
purpose of supplying hoard or lodzing to
the public as a business enterpnse it
ceases to be a private home and the re-
muneration paid for services performed
therein is not excepted. Likewise, if the
club rooms or house of a local eollege
club or local chapter of a college frater-
nity or sorority is uzed primarily for such
purpose, the remuneration paid for serv-
{ces performed therein is not within the
exception,

In general, services of a household na-
ture in or, about a private home include
services rendered by cooks, maids, buf-
lers, valets, laundresses, furnacemen,
gardeners, footmen, grooms, and chauf-
feurs of automabiles for family use. In
general, services of a household nature
in or about the club rooms or house of
a local colleze club or local chapier of a
colleze fraternity or sorcrity include serv-
jces rendered' by cocks, meoids, butlers,
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laundresses, furnacemen, waiters, and
housemothers.

The remuneration paid for the services
above enumerated is not within the ex-
ception if performed in or about rooming
or lodging houses, boarding houses, clubs
(except local college clubs), hotels, hos-
pitals, eleemosynary institutions, or com-
mercial offices or establishments.

Remuneration paid for services per-
formed as a private secretary, even
though performed in the employer’s
home, is not within the exception.

(e) Remuneration for casual labor not
in the course of employer’s trade or busi-
ness. The term “casual labor” includes
labor which is occasional, incidental, or
irregular, ’

The expression “not in the course of
the employer’s trade or business” in-
cludes labor that does not promote or
advance the trade or business of the
employer.

Thus remuneration paid for Ilabor
which is occasional, incidental, or irregu-
lar, and does not promote or advance
the employer’s trade or business, is ex-
cepted,

Ezample. A’s business is that of operat-
ing a sawmill. He employs B, a carpenter, at
an hourly wage to repair his home. B works
irregularly and spends the greater part of
two days in completing the work. Since
B’s labor Is casual and is not in tHe course
of A’s trade or business, the remuneration
pald for such services is excepted.

The remuneration paid for casual la-
bor, that is, Jabor which is occasional,
incidental, or irregular, but which in the
course of the employer’s trade or busi-
ness, does not come within the above
exception,

Ezample (1), C’s business is that of oper-
ating a sawmill. He employs D for two hours,
at an hourly wage, to remove sawdust from
his mill, D’s labor is casual since it is oc-
casional, incidental, or irregular, but it is in
the course of C’s trade or business and the
remuneration paid for such labor Is not
excepted.

Example (2). E is engaged in the busl-
ness of operating a department store. He
employs additional ‘clerks for short periods.
While the services of the clerks may be cas-
ual, they are in the course of the employer's
trade or business and, tHerefore, the remu-~
neration paid for such services Is not ex-
cepted. -

Remuneration paid for casual labor
performed for a corporation does not
come within this exception.

(f)” Compensation paid by foreign gov-
ernment. Remuneration paid for serv-
ices performed as an employee of a for-
eign government or the government of
the Commonwealth of the Philippines, is
excepted. The exception includes nof

only remuneration paid for seryices per- .

formed by ambassadors, ministers, and
other diplomatic officers and employees
but also remuneration paid for services
performed as a consular or other officer or
employee of a foreign government, or the
government of the Commonwealth of the
Philipipnes, or as a nondiplomatic repre-
sentative of such a government. How-
ever, the exception does not include re-
muneration for services performed for a
corporation created or organized in the
United States or under the Iaws of the
United States or of any State (including

the District of Columbia or the Territory
of Alaska or Hawaii) even though such
corporation is wholly owned by such a
government,

The citizenship or residence of the em-
ployee and the place where the services
are performed are immaterial for pur-
poses of the exception.

(g) Compensation paid to nonresident
alien individuals. Except in the case of

- certain nonresident alien individuals who

are residents of Canada and Mexico, re-
muneration for services performed by
nonresident alien individuals does not
constitute wages subject to withhold-
ing under section 1622, For withholding
of income tax on wages paid for serve
ices performed within the United States
in the case of nonresident alien individ-
uals generally, see section 143 and regu-
lations thereunder.

‘Withholding is required in the case of
wages paid to nonresident aliens who are
residents of a contiguous country (Can-
ada or Mexico) and who enter and leave
the United States at frequent intervals,
except such aliens who, in the perform-
ance of their duties in transportation
service between points’'in the United
States and points in a contiguous coun-
try, enter and leave the United States
at frequent intervals. This exception
applies to personnel engaged in railroad,
ferry, steamboat, and aircraft services

~ and applies alike whether the employer

is a domestic or foreign entity. Thus,
the wages of a nonresident alien individ-
ual who is a resident of Canada and an
employee of a domestic railroad, for serv-
ices as a member of the crew of a train
operating between points in Canada and
points in the United States, shall not be
subject to withholding under section
1622. 'The exemption, however, has no
application to a resident of Canada who,
for example, is employed at a fixed point
in the United States, such as a factory,
store, or office, and who commutes from
his home in Canada in the pursuit of
his employment within the TUnited
States; nor does it apply to an alien em-
ployee of a railroad corporation who is
on duty within the United States, even
though he enters and leaves the United
States in reaching his place of employ-
ment from his home in a contiguous
country.

In order for the exemption to apply,
the nonresident alien employee must file
with his employer a certificate contain-
ing the following: The employee’s name
and address, and a statement that he is
not a citizen of the United States, and
that he is a resident of the named con-
tiguous country and the approximate
period of time during which he has oc-
cupied such status. Such certificate shall
contain, or be verified by, a written dec-
laration that it is made under the pen-
alties of perjury. Although the form 1s
not prescribed, the certificate must con-
tain all the information required by this
paragraph.

(h) Remuneration for services per-
formed outside the United States. The
remuneration paid by an employer for
services performed outside the United
States does nof constitute wages and
hence is nof subject to withholding if the
major part of the services performed by
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the employee for such employer during
the calendar year is to be performed out-
side the United States. The term “United
States” includes the several States, the
Territories of Alaska and Hawali, and the
District of Columbia. :

The exception relates only to the re-
muneration paid for the serviees por-
formed outside the United States. Thus,
if an employee performs services outside
the United States for more than six
months of the calendar year, the remu-
neration paid for such services does not
constitute wages and hence is not subject
to withholding, but the remuneration
paid for services performed within the
United States for such employer during
the remainder of the calendar year con-
stitutes wages and is subject to with-
holding. -

If, however, an employee 1s absent
from the United States on business of his
employer for less than six months of the
calendar year and performs services for
such _employer within the United States
during the remainder of the calendar
year, the entire amount of the remuner-
ation paid for services performed during
the calendar year constitutes wages and
is subject to withholding.

However, it is recognized that in the
case of an employee performing, outside
the United States, services of indefinite
duration, it may be impossible for the
employer to determine whether the major
portion of the employee's services during
the calendar year is to be performed
within the United States or outside the
United States. In such case it may be
presumed that such performance will
continue throughout the calendar year
and the liability of the employer to withe
hold tax on the compensation paid for
such services performed outside the
United States shall be determined in the
light of such presumption. Thus, if an
employee undertakes for his employer
the performance of services abroad of
indefinite duration, or for a term extend-
ing beyond the end of the calendar year,
and such employee has not already with-
in the calendar year performed services
within the United States for a length of
time which would constitute, in any clr-
cumstances, the major part of the year's
services for such employer, no tax is re-
quired to be withheld on the compen-
sation paid for services performed by stich
emploYee outside the United States.

Ezample (1). A has been regularly ome
ployed by B, and {8 sent abroad under sitoh
conditions that it is not possiblo to know
when he will return: (a) If A goes abrond
on January 1, no tax is required to Be with«
held on compensation paid to A for services
performed abroad, but on the compensation
pald for services performed after his return
to the United States tax should bo withe
held; (b) if A goes abroad on June. 29, the
same rules are applicable, and thorefore no
tax is required to be withheld on the coms-

‘pensation for services performed abroad but

on compensation for services performed aftor
his return to the United States tax should be
withheld; (c) If A goes abroad on August
1, tax should be withheld on the componsn«
tion paid A for all services performed during
the calendar year, since under no clroums
stances could the major part of theo sorvices
performed during such year be performed oute«
side the United States,
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Ezample (2). A begins his employment
with B on July 1, and on S2ptember 1 i3 sent
abroad under the circumstances described in
example (1). No tax is required to be with-
held on the compensation paid A for the
services performed abroad. - -

Ezample {(3). A begins his employment
with B on July 1, and on November 1 is sent
abroad under the circumstances described in
example (1). Tax is required to be withheld
on the compensation paid A for the services
performed abroad, as well as on compensation
paid for services performed within the United
States for the reasons set forth in ezample

(1) (o).

¥or the purposes of this paragraph,
services performed on or in connection
with (1) an American vessel under a con-

tract of service which is entered into’

within the United States or during the
performance of which the vessel touches
at a port in the United States or (2) any
vessel as an employee of the United
States employed through the War Ship-
ping Administration are not considered
as services performed outside the United
States. Hence, the remuneration paid
for such services constitutes wages sub-
ject to withholding within the meaning
of section 1621 (a) and the regulationsin
this part unless the employee performing
such services is a nonresident alien.

The word “vessel” includes every de-
seription of watercrait, or other con-
trivance, used as a means of transporta-
tion on water. It does not include any
type of aircraft. -

‘The term “American vessel” means any
vessel which is documented (that is,
registered, enrolled, or licensed) or num-
bered in conformity with the laws of the
Tnited States. It also includes any ves-
sel which is neither documented or num-
beredunder the laws of the United States,
nor documented under, the laws of any
foreign country, if the crew of such ves-
sel is employed solely by one or more
citizens or residents of the United States
or corporations organized under the laws
of the United States or of any State (in-
cluding the District of Columbia or the
Territory of Alaska or Hawaii).

(i) Compensation for services per-
formed as a minister of the gospel.
Compensation for services performed as
2 minister of the gospel is not subject to
withholding under section 1622. The ex~
ception is extended to remuneration of
ministers of the gospel for services which
are ordinarily the duties of a minister of
the gospel. The duties of a minister of
the gospel include the ministration of
sacerdotal fiinctions and conduct of re-
ligicus worship, and the control, conduct,
and maintenance of religious organiza-
tions (including the religious boards, so-
cieties, and other infegral agencies of
such organizations), under the author-
ity of a religious body constituting a
church or church denomination.

[SEc. 1621. DEFINITIONS—AS ADDED BY EEO,
2 (a), CURRENT "{‘AX PAYLIENT ACT OF 1943.]

{As used in this subchapter (subchapter D
of chapter 9)—]

(b) Payroll period. ‘The term “payroll pe-
riod” means 3 period for which & payment of
wages is ordinarily mede to the employee by
his employer, and the term “miscellancous
payroll period” means & payroll perfod other
than a daily, weekly, biweekly, semimonthly,
monthly, quarferly, semiannual, or annual
payroll period,

§405.103 Payroll perfod. The term
“payroll period” means the period of
service for which o payment of wages is
ordinarily made to an employeec by his
employer, It is immaterial that the
wages are not always paid at regular in-
tervals. For example, if an employer or-
dinarily pays a particular employee for
each calendar veek at the end of the
week, but if for some reason the employee
in a given week recelves a payvment in the
middle of the week for the portion of the
week already elapsed and receives the
remainder at the end of the week, the
payroll period is still the calendar week;

- or if, instead, that employee Is cent on a

3-week trip by his employer and recelves
at the end of the trip a single wage pay-
ment for three weeks’ services, the pay-
roll period is still the calendar week,
and the wage payment shall be treated as
though it were three separate weekly
wage payments. .

For the purpose of section 1622, an em-
ployee can have but one payroll perled
with respect to wages paid by any one
employer. Thus, if an emnloyee is pald
a regular wage for a weekly payroll pe-

riod and in addition thereto Is pald sup-*

plemental wages (for example, bonuses)
determined with respect to a diffetent
period, the payroll periocd is the weckly
payroll perfod. For computation of tax
on supplemental wage payments see
§ 405.209.

The term “miscellaneous payroll pe-
ricd” means a payroll period other than
2 dailly, weekly, biweekly, semimonthly,
monthly, quarterly, semiannual, or an-
nual payroll period.

{Src. 1021, DornITIONS—AS ADIED DY SES.
2 (a), CURRENY TAX PAYLIENT ACT G2 1843.)

[As used in this gubchapter (Subchapter
D of Chapter 9)—1]

(c) Employce. The tern “employce” in-
cludes an ofiicer, employce, or elected ofilclal
of the United States, o State, Territory, or
any political subdivision therecf, or the Dls-
trict of Columbin, or any agency or instru-
mentality of any one or more ¢f the fore-
golng. The term “employee” alco inciudes
an officer of o corporation,

§ 405.104 Employce. The term “em-
ployee” includes every individual per-
forming services if the relationship be-
tween him and the person for whom he
performs such services is the legal rela-
tionship of employer and employee. The
term specifically includes officers and em-
ployees, whether elected or appointed, of
the United States, a State, Territory, or
any political subdivision thereof, or the
District of Columbia, or any agency or
instrumentality of any one or more of
the foregoing.

Generally the relationship of employer
and employee exists when the person for
whom services are performed has the
right to control and direct the individual
who performs the services, not only as to
the result to be accomplished by the work
but also as to the details and means by
which that result is accomplished. That
is, an employee is subject to the will and
control of the employer not only as to
what shall be done bub how it shall be
done: In this connection, it is not nec-
essary that the employer actually direct
or control the manner in which the serv-
ices aro performed; it 15 sufclent if he
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has the richt to do so. The risht to dis-
c¢harge Is also an important factor indi-
catingy that the person posszssing thak
right is an employer. Other factors
characteristic of an employer, but nob
necessarily present in every case, are the
furnizhing of tools and the furnishing of
a place to work, to the Individual who
performs the services. In general, if an
individual is subject to the control or di-
rection of another merely as to the result
to be accomplizhed by the work and nob
as to the means and methods for accom-
plshing the result, he is not an em-
ployee.

Generally, physicians, lawyers, den-
tists, veterinarians, contractors, subcon-
tractors, public stenozraphers, auction-
eers, and others who follow an inde-
pendent trade, business, or profession,
in which they offer their services o the
publie, are not employees.

YWhether the relationship of employer
and employee exists will in doubtful cases
bz determined upon an exzmination of
the particular facts of each case.

If the relationship of employer and
employee exists, the designation or de-
seription of the relationship by the par-
ties as anything other than that of em-
ployer and employee Is immaterial.
Thus, if such relationship exists, it is of
no consequence that the employee Is des-
ifrmoted as a pariner, cozdventurer,
agent, or indepzndent contractor.

The measurement, method, or designa-~
tion of compenzation is also immaterial,
if the relationship of employer 2nd em-~
ployee in fact exists.

o distinction is made batween classes
or grades of employess. Thus superin-
tendents, managers, and other sups-
rior employees are employees. An officer
of a corporation Is an employee of the
corporation but 2 direcior as such is not.
If, however, a director performs services
for the corporation other than those re-
quired by attendance at and particina-
tion in mecetings of the board of direc-
tors, he moy or moy nof bz an emplogyee
of the corporation. Whather or not such
services are performed as an employee of
the corporation must be determined upon
the basis of the facts in the particular
case.

Although an individual may be an.em-
ployee under the stzfute, his services may
bz of such a nature, or parformed under
such eircumstances, that the remunera-
tion paid for such services does not con-
stitute wages within the meaning of szc-
tion 1621 (a).

[Ezc. 1621, DoFRUTIONS—AS ADDID EY SEC.
2 (a), CURRE2IT TAX PAYLIDNT ACT OF 19343.]

[As ucod in this subshopter (Subchopter D
of Cagpier 8)—}

(d) Employer. The torm  “employer”
mcans the poreon for whom an individusl
parforms or performed any eorvice, of, what-
ever nature, 23 the emplogee of such per-
czn, cucept that—

(1) I tho porcon for whom the fndivid-
ual performs or porformed the sarvices does
not have control of the poyment of the wages
for such corvices, the term “employer” (except |
for the purpszes of cubsection (2)) means
tho porcon having control of tiie payment of
fuch wages; and

{2) In the cace of o pereon paving wages
on bohalf of o nonresfdent allen individuat,
forclon partnership, or forelgn corparation,
not cngoeged In trade or business within the
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‘United States, the term “employer” (exceph

for the purposes of subsection (a)) mesans
such person. °

§ 405.105 Employer. The term “em-~

ployer” means any person for whom an

- individual performs or performed any
service, of whatever nature, as the em-
ployee of such person.

It is not necessary that the services be
continuing at the time the wages are
paid in order that the status of employer
exist. Thus, for purposes of withholding
a person for whom an individual has
performed past services for which he is
still receiving wages from such person is
an “employer.”

If the person for whom the services
are or were performed does not have
legal control of the payment of the
wages for such services, the term “em-
ployer” means (except for the purpose
of the definition of “wages”) the person
having such confrol. For example,
where wages, such as cerfain types of
pensions or retired pay, are paid by a

. trust and the person for whom the serv-
ices were performed has no legal control
over the payment of such wages, the
trust is the “employer.” -

The term “employer” also means (ex-
cept for the purpose of the definition of
“wages”) any person paying wages on
hehalf of a nonresident alien individual,
foreign partnership, or foreign corpora~-
tion, not engaged in trade or business
within the United States.”

It is a basic purpose to centralize in
the employer the responsibility for with-
holding, returning, and paying the tax
and furnishing the statements required
under section 1625. The foregoing two
special definitions of the term “em-
ployer” are designed solely to meet un-
usual situations. They are not intended
as g departure from the basic purpose.

As a matter of business administra-~
tion, certain of the mechanical details
of the withholding process may be
handled by representatives of the em-
ployer. Thus, in the case of a corpo-
rate employer having branch offices, the
branch manager or ofher representa-
tive may actually, as a matter of internal
administration, withhold the tax or pre-
pare the statements required under

section 1625. Nevertheless, the legal -

responsibility for withholding, paying,
and returning the tax and furnishing
such statements rests with the corpo-
rate employer. .

An employer may be an individual, a
corporation, a partnership, a trust, an
estate, a joint-stock company, an asso-
ciation, or a syndicate, group, pool, joint
venture, or other unincorporated organ-
ization, group, or entity. A trust or es-
tate, rather than the fiduciary acting for
or on behalf of the trust or estate, is
generally the employer.

The term “employer” embraces not
only individuals and organizations en-
gaged in trade or business, but organi-
zations exempt from income tax, such as
religious and charitable organizations,
educational institutions, clubs, social or-
ganizations and societies, as well as the
governments of the United States, the
States, Territories, and the District of
Columbia, including their agencies, in-

strumentalities, and political subdi-

visions.

[Sec. 1621, NEFINTIIONS—AS ADDED BY SEC,
2 (a), CURRENT ¥AX PAYMENT ACT OF 1943, AND
AMENDED BY SEC. 22 (). INDIVIDUAL INCOME
TAX ACT OF 1944.]

[As used in this subchapter (Subchapter
D of Chapter 9)—]

(e) Number of withholding exemptions
claimed. The term “number of withholding
exemptions claimed” means the number of
withholding exemptions claimed in & with-

holding exemption certificate in effect under °

section 1622 (h), except that if no such cer-
tificate is in effect, the number of with-

holding exemptions claimed shall be consid-~ -

ered to be zero.

§ 405.106 Number of withholding ex-
emptions claimed. The term “num-
ber of withholding exemptions claimed”
is defined in' section 1621 (e). 'The
number of withholding exemptions
claimed must be taken into account in
determining the amount of tax to be
deducted and withheld under section
1622, whether the employer computes
the tax in accordance with the provi-
sions of subsection (a) or subsection (¢)

. of section 1622, -

The employer is not required to as-
certain whether or not the number of
withholding exemptions claimed is
greater than the number of withholding
exemptions to which the employee is
entitled. If, however, the employer has
reason to believe that the number of
withholding exemptions claimed by an
employee is greater than the number
to which such employee is entitled, the
collector should be so advised.

As to the number of withholding ex-
emptions to which an employee is en-
titled, see § 405.2085.

Section 3797 (a) and (b) of the Internal
Revenue Code

(a) When used in this title [Internal
Revenue Code] * * * ¢

(1) Person. The term “person” shall be
construed to mean and include an indivi-
dual, trust, e3tate, partnership, company, or
corporation.

(2) Partnership * * * The tferm
“partnership” includes a syndicate, group,
pool, joint venture, or other unincorporated
organization, through or by means of which
any business, flnancial operation, or ven-
ture is carried on, and which is not, within
the meaning of this title, a trust or estate
or a corporation * * =,

(3) Corporation. ‘The term “corporation”
includes associations, joint-stock companies,
and insurance companies, °

(4) Domestic. The term “domestic” when
applied to =& corporation or a partnership
means created or organized in the United
States or under the law of the United States
or of any State or Territory.

(8) Foreign. The term “foreign” when
applied to a corporation or partnership
means & corporation or partnership which is
not domestic.

(6) Fiduciary. The term  “fiduclary”
means & guardian, trustee, executor, admin-
istrator, receiver, conservator, or any person
acting in any fiduciary capacity for any
person.

.’ % ® 4 &

(8) United States. The term “United
States” when used in a geographical sense in-
cludes only the States, the Territories of
Alasks and Hawall, and the District of
Columblia.
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(10) State. The word “State” shall bo
construed to include the Territories and the
District of Columbis, where such construc=
tion is mecessary to carry out provislons of
this title,

(11) Secretary. The term “Scorotary”
means the Secretary of the Treasury.

(12) Commissioner. The term “Commlg«
sloner” means the Commissioner of Internal
Revenue.

(13) Collector. ‘The torm ‘“collector”
means collector of internal revenuo.
(14) Tazpayer. The torm “taxpayer’

means any person subject to a tax imposed
by this title. :
* ] o % s ]
(b) Includes and including. Tho terms
“includes” and “including” when used in o
. definition contained in this title shall not be
deemed to exclude other things othorwiso
within the meaning of the term defined.

§ 405.107 General definition and use
of terms. As used in the regulations In
this part:

(a) The terms defined in the above pro-
visions of law shall have the meanings
so assigned to them.

(b) Internal Revenue Code means the
Act approved February 10, 1939 (63 Stat,,
Part 1), entitled “An Act To consolidate
and codify the internal revenue laws of
the United States,” as amended,

(c) Person includes an individual, a
corporation, a partnership, & trust or es-
tate, a joint-stock company, an associea-
tion, or a synditate, group, pool, joint
venture or other unincorporated organi-
zation or group, through or by means of
which any business, financlal operation,
or venture is carried on. It includes a
guardian, committee, trustee, executor,
administrator, trustee in bankruptcey, ro-
ceiver, assignee for the benefit of credis
tors, conservator, or any person acting
in a fidiciary capacity.

(d) The cross references in the regu-
lations in this part to other portions of
the regulations, when the word “see” is
used, are made only for convenience, and
shall be given no legal effect,

SUBPART C—DETERMINATION OF TAX

SEC. 1622, INCOME TAX COLLECTED AT SOUNCD
[AS ADDED BY SEC. 2 (8), CURRENT TAX PAYMENT
ACT OF 1943, AND AMENDED BY SLO. 23, INDIVID=
TVAL INCOME TAX OF 1944].

(2) Requirement of withholding. Every
employer making payment of wages shall
deduct and withhold upon such wages @ tax
equal to the sum of the followlng:

(1) 2.7 per centum of the amount by which
the wages exceed the amount of ono with«
holding exemption, the amount of suoh cx-
emption for various payroll perlods being
shown In the table in subsectlon (b) (1)
of this section;

(2) 18 per centum of whichever of the 10l
lowing is the lesser:

(A) The amount by which the wages ox-
ceed the number of withholding exemptions

. claimed, multiplied by the amount of ono

-such. exemption as shown in the table in
subsection (b) (1); or

(B) The amount shown in the last column
in the table in subsection (b) (1);

(3) 19.8 per centum of_the amount by
which the wages exceed the sum of:

(A) The number of withholding exemp-
tions claimed, multiplied by the amount of
one such exemption as shown in the table
in subsdction (b) (1); plus

(B) The amount shown in the Iast colmn
in the table In subsection (b) (1).

(b) (1) The table referred to in subsection
(&) is as follows:

«
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IF THE PAYROLL FERIOD WITH RESPECT TO AN EMPLOYEE IS A DAILY PAYROLL PERIOD OR A 2ISCELLANEOUS PAYROLL
PERIOD .

And the wages divided by - And the number of withholding exemptions claimed Is—
the n%mbc{ ?1[ days in- m
“ such period are— or
0 1 32 | 8 4 5 6 | 7| 8 9 | mote
The amount of tax to be withheld shall be the following amount multiplied by
Atleast Butless than the number of days in such period
% SLE0 (S0 |so. |90 |s0 s (s s fs |0 |0
1.£0 SL.75. $0,30| 0 0 0 . 0 0 0 0 0 0 0
1,95 $2.00. .35 051 0 0 0 0 0 0 0 1] 1}
2.00 $2,25. .40 Jd0| o 0 0 0 0 0 0 0 [1}
22,23 $2.50. L .45 .20 0 0 0 0 0 0 0 0 o
2.50. £2.75 .50 251, .05] - .05 .05 .05 .05 .05 05 .05 05
$2.75 £3.00. 55 .30 .05 .05 .05 05 .05 .05 .05 .03 .05
£3.00 £3.25 .60 .35 .05 .05 .05 05 .05 .05 .05 .05 .05
£3.25 $3.50 65 .40 .10 .05 .05 .05 .05 .05 05 .05 .05
£3.50. 83.75...2. .70 .45 .15 .05 .05 05 .05 .05 .05 .05 .05
$3.75 $4.00. .75 .50 .20 .05 .05 .05 .05 .05 .05 .05 .05
34.00 $4.25 .80 .55 .25 .05 .05 .05 .05 .05 .05 .05 .05
1.25. $4.50.. .85 .60 .30 .10 .10 .10 .10 .10 .10 .10 .10
4.50, $4.75. .00 .65 .35 .10 .10 .10 .10 .10 .10 .10 .10
4,75 $5.00. .95 .70 .40 .15 .10 .10 .10 .10 .10 .10 .10
$5.00. 35.25. 100 .75 .45 .20 Jd0 .10 .10 .10 .10 .10 .10
$6,25. $5.50 105 .80 .60 .25 .10 .10 .10 .10 10 .10 .10
$5.00. $5.75 110 .85 .60 .30 .10 .10 .10 .10 .10 .10 .10
85.75. $6.00. 1.20 .20 .65 .35 A0 .10 .10 .10 10 .10 .10
6.00 $6. 25 125 .95 .70 .40 .18 .10 .10 «10 .10 .10 .10
6,25 $6. 59. 130 100 .75 .45 .20 .16 .15 .16 .15 .15 .15
6.00 $6.76 135| 105 .80 .50 .25 .16 .15 .15 .15 W15 <15
6,76, $7.00. 1,40 | 1.10 .85 .55 .30 .15 .15 .15 .15 .15 .16
%7.00 $7.25. L45] L15 .90 .60 .35 .15 .15 15 .15 .15 .15
7.25 $7.50. 1L50] 1.20 .95 .65 .40 .15 .15 .15 .15 .15 .15
7.60 87.75. L55]| L25] 100 .70 .45 .15 15 .15 .15 .15 .15
$7.95. £3,00, L6000 130} 105 .75 .50 .20 .15 .15 .15 .15 .15
$8.00 $8.25, 1.70] L40] L10 .30 .55 .25 .20 .20 .20 .20 <20
28,25, $3.50 1.75) L45] L15 .85 .60 .30 .20 <20 .2 .20 .20
$8.50. $8.75 1.8 180} L20{ .9)| .65| .35 .20 .20 .20| .20 .20
28,75 $9.00. 1,8 | 1.55| L25 .95 V70 .45 .20 .20 .20 .20 +20
£9,00. $9.25 1.80| 1L.60| 1.30| 105 .75 .50 .20 «20 .22 .20 .20
£9.25 £9.50 1.95| L65| 1.35| 1.10 .80 .55 .25 .20 .20 «20 <20
29,00, $0.75 200 L70} L40] L15 .85 .60 .30 20 .20 .20 .
$0.75. $10.00.. 2.05| 1.75| 1.45| 1.20 .80 .65 .35 25 <25 .25 25
10.00 S10.50.. . 2,151 1.85| L55)] 1251 100 .70 .45 .25 <25 25 .25
10.50 $11.00 2251 1.95}1 165} 1.35] 110 .80 55 25 .25 .25 .25
11.00 $11,50, ] 240 2.10| 1.8} 150§ 1.20 .90 .65 .35 25 <25 .25
11.50 $12.00. 2,50 | 220 1.0} .60} 1.30| 1.00 .75 .45 30 .30 30
12,00 £12,50, 260 2301 2.00¢ 1.70] 1.40| 115 .85 .60 .30 .30 .30
12,00 $13.00. 2701 240} 210§ 1.80] 1.50 | 1.25 95 <70 .40 .30 .30
13.00 $13.50., 2.85| 2,551 2.25] 1.95| 1.65| 1.35| 1.05 .80 .50 .30 <30
13.50 $14.00 2.95F 2.65) 2.35] 2.05| 1.75| 1L45| 115 .60 .6 35 «35
14.00 314,50 3.05) 2.75{ 2.45| 215 L8| 155 1,00 S .45 .35
14.50 $15.00. 315} 2.8 2.55| 225 1.95] 165} 1.35] L0 .80 .55 .35
15.00. 315.£0. 3.30] 3.00{ 2.70| 2.40| 2,10 | 1.75| 1.45| 1.20 .99 .65 .40
15.50 3 X 1) I, 3.40{-3.10| 2.80|-2.50| 2.20| Le0} 160} 1.30| 1.05 .75 &0
16.00 $16.50. 3.50| 3.20| 280 | 2.60| 2.30| 2.00} 170} 1.40; 1.15 .85 60
16.50 $17.00, 3.60] 3.30| 3.00| 2.70| 2.40] 2.10} 1L80] L50}| L25 .95 .70
17.00 $17.50 3.75| 3.45| 3.15| 285} 255} 2.20| 1.90§ 1L6€0¢{ 1.35] 1.05 .80
17.50 $18.00. 3.85| 8.55| 3.25]| 2.95( 2.65} 2.35} 2.05] L75] 1L45| 1.15 00
18.00 $18.50 3.95| 3.65| 3.351 3.05} 275} 2.45| 2.15) 1.8} 1.55| L.25 1.00
18.50 $19.00. 405| 3,75} 3.45} 3.16| 2.85] 255} 2.25} 1.95| 165} 1.35 1.10
19.00 $19.50 420 3.90| 3.60| 3.30} 3.00} 2.65§ 2.35) 2.05| 175} 1..50 1,20
19,50 $20.00. 4,30| 4.00| 3.70| 3.40§ 3.10] 2.80] 2.50¢§ 2.20| .90 | 1.60 1.30
20,00, $21.00 445} 415} 3.85¢ 3.551 3.25| 2951 2.65} 2.35| 205} 175 1.45
$21.00. £22.00. 470} 440] 410§ 3.80] 3.50] 3.201 2.60f 2.60 230} 1.95]" 1L.65
22 (0 $23.00. 4,00} 4601 430} 400| 3.70| 3.40| 3.10§ 2.80| 250 2.20 1,90
223,00 $24.00. 5151 485 455} 4.25| 3.95] 3.65) 3.35} 3.05| 2.75| 2.40 2.10
324,00 $25.00 6.35| 505| 4751 4.45| 4.156| 3.85| 3.65| 3.25| 2.95| 2.65| 2.35
225.00 $26.00. 5601 530 6500] 470} 440§ 4.10) 3.80| 3.50| 3.20| 2.8 2,85
26.00 $27.00. 5.80} 5.50] 520} 4.90] 4.60) 4.30} 4.00} 3.70| 3.40| 3.10 2.80
32700 m e mmee $28.00. - 6.05{ 6.75) 6.45) 5.15| 4.85| 4.55| 4.25| 3.95] 3.65| 3.20] 3.00
29%.00 $29.00. 6251 595} 65.65) 535} 505| 4.75| 4.45| 4.15| 3.85] 3.55 3.28
220,00 £30.00. 6.50f 620 590} 560} 530| 500 470 4.40] 4.10] 3.75 3.45
$20,00 and OVereavemcacaccrmacan 22.5 percent of the excess over $30 plus
< 6.60 | 6.20| 6.00f 570) 540 510 | 4.80,| 4.50} 4.20| 3.90 8.00

(2) If wages are pald with respect to a pe-
riod which is not a payroll period, the amount
to be deducted and withheld shall be that
applicable in the case of a miscellaneous pay-
roll period containing a number of days (in-
cluding Sundays and holidays) equal to the
number of days in the period with respect to
which such wages are paid. \

(3) In any case in which wages are paid
by an employer without regard to any pay-
roll period or other period, the amount to be
deducted and withheld shall be that  appli-
cable in the case of a miscellaneous payroll
perfod containing & number of days equal to
the number-of days (including Sundays and
holidays) which have elapsed since the date
of the last payment of such wages by such
employer during the calendar year, or the
date of.commencement of employment with
such employer during such year, or Jan-
uary 1 of such year, whichever is the later,

(4) In any case in which the period, or
the time described in paragraph (3), in re-
spect of any wages is 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 considered the
weekly wages.

(5) If the wages exceed the highest wage
bracket, in determining the amount to be
deducted and withheld under this subsec-
tion, the wages may, at the election of the
employer, be computed to the nearest dollar,

§ 405.201 Requirement of withhold-

ing. Section 1622 provides, at the elec-
tion of the employer, alternative meth-
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ods for computing the income tax col-"
lected at source on wages, Under the
first method (hereinafter referred to as
“the percentage method”) the employer
is required to deduct and withhold & tax
computed in accordance with the provi-
sions of section 1622 (2). Under the sec~
ond method (hereinafter referred to ag
“the wage bracket method”) the em-
ployer is required to deduct and withhold
a tax determined in accordance with the
tables provided in subsection (c) of sec~
tion 1622, For the withholding exemp-
tion see § 405.202; for the wage bracket
method see §405.203; for constructive
payment of wages see § 405.1,

The percentage method involves sov-
eral calculations. In using this method
reference must be made to the percentage
method withholding table in section 1622
(b) (1). The steps in computing the tax
under such method are summearized as
follows:

Step 1. Subtract thé amount of one with-
holding exemption (see percentage method
withholding table) from the employeo's
ngggs. Multiply the remainder, if any, by

Step 2. Multiply the amount of one with«
holding exemption by the number of exemp«
tions clalmed by the employeo.

Step 3. Subtract the amount datermined
in step 2 from' the employee’s wages, Come
pare the remainder, if any, with the figure
shown in the last column of the percontago
method withholding table. Take the smallex
of the two amounts and multiply it by 0.18.

Step 4. Add the amount determined in
step 2 and the figure in the last column of the
percentage method withholding table, Sube
tract the sum of those two figures from tho
employee’s wages., Multiply the remainder,
if any, by 0.198.

Step 5. To determine the amount required
to be withheld, add the amounts doetermined
in steps 1, 3, and 4.

Ezample, An employea has a weelly pay-
roll perlod, for which he is paid $83, and hasg
in effect & withholding exemption cortificato
claiming three exemptions, His employer,
using the percentage method, computes the
tax to be withheld as follows:

Step 1:
Total wage payment.-....-. -
Less amount of one withhold« ’
ing exemption.caaao.... ama T 11
Balance subject to 2.7 percent
rate (b
+0.027
Portion of tax to be withheldaaa-.. $1.02
Step 2: .
Amount of one withholding
exemption
Multiplied by number of ex«
emptions claimed on Form
w4 X3
Total withholding exemp-
tions. . a3
Step 3: )
Total wage paymentoo.ecaaa. £83
Less amount determined in
step 2 83
(e¢) Balance 40

(b) Amount shown in last col-

umn of table for weokly

payroll periota . aaaao —e——

Smaller of (a) or (b) subject

to 18 percent rateocccuccunn
*0.18

Portion of tax to be withheld.aeeua.

7.92
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Step 4:

Total wage paymentooeaeecca £82
Amount determined in
step 2 e — 833
Amount shown in las
column of table for
weekly payroll period. 44
Total by
Balance subject To 19.8 percent
rate 5
+ %0.188
Portion of tax to be withheld-__... .99
Step 5:
Total tax to be withheld cnveoca 10.83

In the case of any employee who has
no withholding exemption certificate in
effect, or an employee who has claimed
no exemption, the amount of one with~
holding exemption is to be used for the
purpose of step 1, but no withholding ex-
emptions are allowed for purposes of
steps 2, 3, and 4.

Where the withholding is computed
under the rules applicable to a miscel-
Ianeous payroll period, the wages and
the amounts shown in the percentage
method withholding table must be placed
on a comparable basis. This may be ac-
complished by either of the following
methods: .

(a) Adjust the percentage method
withholding table to accord with the
number of days in the period by multi~
plying the amounts shown in the table
as applicable per day of a miscellaneous
bayroll period by the number of days in
such period. Using the table so adjusted
compute the tax on the total wages paid
for the period by the method outlined
in the above example.

(b) Reduce the wages paid for the
period to a daily basis by dividing the
total wages by the number of days in the
period. Compute the tax on the daily
basis using the steps indicated in the
above example and multiply the amount
so computed by the number of days in
the period.

§ 405.202 Application of withholding
exemptions—(a) In general. Under the
percentage method, regardless of the
number of withholding exemptions
claimed, the portion of the tax at the 2.7
percent rate is computed on the amount
by which the wages paid exceed the
amount of one withholding exemption.

In the computation of the portions of the.

tax at the 18 percent rate and the 19.8
percent rate, the amount allowed as the
withholding exemption depends upon the
number of withholding exXemptions
claiffied. The amount of the withhold-
Ing exemption is determined in accord-
ance with the percentage method with-
holding table contained in section 1622
) Q). - -

If the employee has an established
payroll period, the amount of the.with-
holding exemption is determined by ref-
erence to the line applicable to such pay-
roll period in the percentage method
withholding table and without regard to
the time {he employee is actually engaged
in the preformance of service during
such payroll period.

Ezample (1). Employee A -has & semfi-
monthly payroll perlod. The number of

withholding excmptlons claimed by A Is two.
A’s woges aro determined at tho rate of 01.29
per hour. During g partfcular payroll poried
he works only 40 hours and earns 48, In
computing the amount of tho tax at tho 3.7
percent rate, the amount ¢f cno withhelding
exemption, or $23, is allownble. In compute
Ing the amount of the tax at tho 18 porcent
rate the amount of two withholding exempe
tions, or £46, is allowable. The 19.8 percent
rate Is not applicable in this instance, since
the amount of the wages paid for the payroll
period is less than the maximum amount
shown In the last column of the percentage
methed withholding table.

Ezample (2). Employee B hos o weekly pay-
roll period. The number of withholding ex-
emptions claimed by B {5 Zero. B'G wogcs
are determined at the rate of 810 per day.
During a particular weelk B worked only two
days and resigned. The amount of the tax
at the 2.7 percent rate i3 computed on the
excess of 820 over {11, tho latter amount
belng the amount of cne withholding cx-
emption for a weeldy payroll pericd. The
amount of the tag at the 18 percent rato is
computed on the entire nmount of 820, which
amount Is less than the maximum smount
subject to the 18 pcrcent rate os shown in
the percentage method witaholding table.
‘The 19.8 percent rate s not applicable in this
instance, since the amount recelved is lecs
than the amount ehown in the last column
of the percentage methed withholding table,

(b) Period not a payroll pericd. If
wages are paid for a period which is not
8 payroll period, the withholding exemp-
tion allowable with respect to each pay-
ment of such wages shall be the exemp-
tion allowed for o imiscellaneous payroll
period containing a number of days (In-
cluding Sundays and holldays) equal to
the number of days in the pericd with re-
spect to which such wages are paid.

Ezample. An individunl i3 hired by a con-
tractor to perform scerviees In conncetion with
o bullding projcct. The number cf withhold-
ing exemptions claimed by such individual i3
two. Wages were fixed at the roto of ¢9 per
day, to be pald upon complotion cf the proj-
ect. The project wns completed in 12 con-
gecutive days, at the end of which peried the
individual is pald wages of ¢30 for 10 days’
services performed during the perled. For
the purpose of computing the tax at the 2.7
percent rate, the amount of the withholding
exemption allowable for the 12-day perfod i3
0618 (12:¢81.50). The amount of the with-
holding exemption allowablelfor the 12-day
perlod, in computing tho tax at the 18 por-
cent rate, is 036 (123 (2:481.60)). The 10.8 -
percent rate i3 not spplicable, since the wages
pald for the perlod of 12 doys are lecs than
the um amount subfect to the 18 per-
cent rate for such period,

(c). Wages paid without regard to any
period, In the case of wages pald with-
out regard to any particular perlod, as,
for instance, commissions paid to & sales-
man upon completion of o sale, the with-
holding exemption is measured by the

- number of days elapsed (including Sun-

days and holidays) since the date of the
last payment of wages to such employee
by such employer during the calendar
year, or the date on which employment
with such employer began during the cal-
endar year, or January 1 of such calendar
year, whichever is the latest.

Ezample. On April 2, 1845, A was employed
by the X Real Estate Co. to cell real cstata
on a commicsion basls, commicsions to bo
pald only upon consummation of salcs. Tho
number of withhelding exemptions clalmed
by A is one. On Ly 21, 1845, A recelved o
commission of §300. Aguin, on June 16, 1849,

. Ing the calendar week.
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A recoived o _commiccion of £462. The
amount of tho withholding exemption in re-
cpeet of the commicsfon pald on 2oy 21 for
the purposo of computing tho tax at the 27
pcreont rato and the 18 parcent rate Is §75
(01.50:£E9). Theo cmount of the wazes Is in-
cufilelent for tho 18.8 percent ratz to bz ep~
plicable in this instance. In rezpzel of the
comm!=slion patd on June 16, the cmount of
the withholding exemption for the purpos2 of
computing the tax at the 2.7 parcant rate Is
{39 (81.50:(23): for the purposze of computings
the tax at the 18 pereent rato, the moximum
amount, subject to tax st such rate, $153
($95.25G), 15 the amount to b2 uzzd; ang th2
amount of the woges subject to withholding
at the 10.8 poreent rate i3 the exeess of the
wages (84060) over 8185 (£39 plus 5155).

(d) Period or elapsed time less than
one weel:, It is the gensral rule that if
wages are paid for a payroll period or
other period of less than one weelk, the
v:ithholding exemption allowable shall be
the ezemption allowable for a daily pay-
roll pericd, or a miscellanesus payrol
period containiny the same number of
days (includinz Sundays and holidays)
as the payroll pericd or other paricd for
which such wages are paid. The same
rule is applicable in the case of wages
pald without regard to a payroll period
or other pericd, where the elapza2d time
as determined in accordance vith the
rule preseribed in §405.202 (¢) is less
than one weelz.

Erample (1). An emplogee having a dally
payroll poricd Is pald wages of $12 per day.
The number of withhelding exemptions
claimed by such emplogyee I3 one. Tha
amount ¢f the vwithholding exemption al-
lgwable agalnst the daily wage payment for
the purpoce of computing the tax at the
2.7 percent rate 15 $1.59. The amount of each
cuch dally wage payment cubjoct to the tax
ot the 18 percent rate 13 €8, The amount of
the wages subject to withholding at the
19.8 porcent rate I the excess of the woges
(012) over 875D (01.50 plus §5j).

Ezample (2). An employee vrorks for o par-
ticular cmployer for four days for which he
i5 pald £36. The number of withholding
cexemptions clatmed by the employee Is two.
Toe amount of the withholding ex:mption
allowable for the purpoze of computing the
tox at the 2.7 percent rate is §§ (£3:81.50).
Tae smount of the withholding exzmption
ollowable for the purpoce of computing the
tax at the 18 porcent rate is §12 (£:7¢3).
The smount of the wages i3 Insuficient for
the 19.8 percent rate to be applicable.

Under certain conditions, however, if
the payroll ' period, other period, or
elapsed time where wages are paid with-
out regard to any pariod, is less than one
week, the employer may, at his election,
deduct and withhold the tax computed
as if the aggrezate of the wages paid to
the employee during the calendar week
were pald for e weekly payroll pariod.
Such election by the employer is limited
to the case of an employee who works for
wages only for such employer dur-
Any employer
electing to compute the tax upon the
excess of the wages paid during the cal-
endar week over the weekly exemption
must secure a statement in writing from
the employee, stating that he works for
wages only for such employer, and that
if he should thereafter secure additional
employment for wages, he will within 10
days after the bzzinning of such addi-
tional employment, notify such employer
of that fact. Such statement shall be
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sipned by the employee and shall con-
tain or be verified by a written declara-
tion that it is made under the penalties
of perjury. No form of statement is
specified, but any form used must include
the contents specified above. An em-
ployer electing to compute the tax in
accordance with the provisions of this
paragraph should withhold from each
wage payment an amount sufficient to
insure withholding of the correct amount
of tax.

If such employee secures additional
employment for wages, such employer
may not thereafter use the weekly ex-
emption in computing the amount of tax
to be withheld from the wages of such
employee. In such event the daily or
miscellaneous exemption will 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 30 days from the date
on which such employee notifies such-
employer that he has secured additional
employment for wages. -

To illustrate the use of the weekly
exemption in such a case: Assume the
facts stated in example (2) above, except
that the employer elects to use the
weekly withholding exemption after
securing the proper statement from the
employee. In such case, the amount of
the withholding exemption allowable for
the purpose of computing the tax at the
2.7 percent rate is $11, the amount of one
withholding exemption for a weekly pay-
roll period, The amount of the with-
holding exemption allowable for the
purpose of computing the tax at the 18
percent rate is $22 (2X$11). The amount
of the wages is ‘insufficient for the 19.8
percent rate to apply. ;

As used in this paragraph the term
“calendar week” means a-period of seven
concecutive days beginning with Sunday
and ending with Saturday.

(e) Rounding off of wage payment.
In determining the amount of tax to be
deducted and withheld under the per-
centage method, the last digit of the
wage amount may, at the election of
the employer, be reduced to zero, or the
wage amount may be computed to the
nearest dollar. Thus, if the weekly wage
is $45.37, the employer may, in determin-
ing the amount of tax to be deducted
and withheld, eliminate the last digit
and determine the tax on the basis of
a wage pZyment of $45.30 or he may de-
termine the tax on the basis of a wage
payment of $45.

§ 405.203 Wage bracket withholding—
(a) In general. The employer may elect
to use the wage bracket method provided
in section 1622 (¢) instead of the per-
centage method with respect to any em-
ployee. The tax computed under the
wage bracket method shall be in lieu
of the tax required to be deducted and
withheld under section-1622 (a). The
employer may elect to use the wage
bracket method in the case of one group
of employees and the percentage method
in the case of another group of
employees.

(h) Daily or miscellaneous period. The
table applicable to a daily or miscellane~
ous payroll period shows the tax on

the amount of wages for one day.
Where the withholding is computed
under the rules applicable to a miscel-
laneous payroll period, the wages and
the amounts shown in the table must be
placed on a comparable basis. This may
be accomplished by either of the follow-

.ing methods:

(1) Adjust the amounts shown in the
table to accord with the number of days
in the period by multiplying such
amounts by the number of days in such
period. The amount of the tax required
to be withheld is determined by applying
the table as adjusted to the fotal wages
paid for the period. '

(2) Reduce the wages paid for the
period to a daily basis by dividing the
total wages by the number of days in
the period. Apply the table to the wages
so determined and multiply the result
by the number of days in the period.

(c) Period not a payroll period. If
wages are paid for a period which is not
a payroll period, the amount to be de-
ducted and withheld under the wage
bracket method shall be the amount ap-
plicable in the case of a miscellaneous
payroll period containing 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. .

Example. An individual is hired by a con-
tractor to perform services in connection with
a construction project. The number of
withholding exemptions claimed by the in-
dividual is two. Wages were fixed at the
rate of 89 per day, to be pald upon comple-
tion of the project. The project was com-
pleted in 12 days, at the end of which perlod
the individual was paid §90, representing
wages for 10 days’ services performed during
the period. Under the wage bracket method
the amount to be deducted and withheld
from such wages is determined by dividing
the amount of the wages ($90) by the num-
ber of days in the period (12), the result
being §7.50. Thé amount of tax required to
be withheld is determined under the table
applicable to a miscellaneous payroll perioed.
Under this table it will be found that the
tax required to be withheld is $1 multiplied
by the number of days in such period, or
$12 for the 12-day period.

(d) Wagedpaid without regard to any
period. If wages are paid without regard
to any period, as, for instance, commis-
sions paid to a salesman upon consum-
mation of a sale, the amount of tax to
be deducted and withheld shall be de-
termined in the same manner as in the

case 'of a miscellaneous payroll period’’

containing a number of days equal to the
number of days (including Sundays and
holidays) which have elapsed since the
date of the last payment of wages by
such employer during the calendar year,
or the date of commencement of employ-
ment with such employer during such
year, or January 1 of such year, which-
ever is the latest.

Ezample. On April 2, 1945, A is hired by
the X Real Estate Co. to sell real estate on
a commission basis, commissions to be pald
only upon consummation of sales. The
number of withholding exemptions claimed
by A is one.. On May 21, 1945, A received
& commission of $300, Again, on June 16,
1945, A recelved & commission of $§400. Under
the wage hracket method, the amount of tax
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to be deducted ard withheld in respect of
the commission pald on May 21 s $47.60,
which amount is obtained by multiplying
£0.85 (tax under wago brackeb table for o
daily or miscellaneous payroll petrlod whero
wages.are abt least £6 but lezs than $6.26
day) by 50 (number of days elapsed); and
the amount of tax to be withheld with ro-
spect to the commission paid on June 18 g
$78, which amount is obtained by multi«
plying 83 (tax under wage bracket table for
a daily or miscellaneous payroll period where
wages are at least §16 but less than §156.60 o
day) by 26 (number of days elapsed).

(e) Period or elapsed time less than
one week. It is the general rule that if
wages are paid for a payroll period or
other period of less than one week, the
tax to be deducted and withheld under
the wage bracket method shall be the
amount computed for a dally payroll
period, or for a miscellaneous payroll
period containing the same number of
days (including Sundays and holidays) as
the payroll period, or other perlod, for
which such wages are paid. In the case
of wages paid without regard to any pe-
riod, if the elapsed time computed as
provided in paragraph (d) is less than
one week, the same rule is applicable.

Ezample (1). An employeo having a dally
payroll period is pald wages of §7 por day.
The number of withholding exemptions
claimed by the employee 1s one. Undor the
table applicable to a daily payroll perlod,
the amount of tax to be dedueted and withe

;1;:11::‘15 from, each such puymoqt of wages 18

Ezxample (2). An individual {s hired for
four days, for which he s pald wages of $30.
The number of withholding exemptions
claimed by him is two. The amount of tax to
be deducted and withheld under the wage
bracket method 1s £5.20 (4%X$1.30).

If the payroll period, other period, or
elapsed time where wages are paid with-
out regard to any period, is less than one
week, the employer may, under certain
conditions, elect to deduct and withhold
the tax determined by the application
of the wage table for a weekly payroll
period to the ageregate of the wages pald
to the employee during the calendar
week. The election to use the weekly
wage table in such cases s subject to the
limitations and conditions prescribed in
§ 405.202 (d) with respect to employers
using the percentage method in similar
cases.

(f) Rounding off of wage payment.
In determining the amount to be de-
ducted and withheld under the wage
bracket method the wage amount may,
at the election of the employer, be com-
puted to the nearest dollar, Provided,
Such amount is in excess of the highest
wage bracket of the applicable table.
Thus, if the payroll period with respect
to an employee is weekly and the wage
payment of a particular employee s
$255.25 the employer may compute the
22,5 percent of the excess over $200 as if
the excess were $55 instead of $56.25.

[SEc. 1622, INCOME TAX COLLECTCD AT
SOURCE-—AS ADDED DY SEC, 2 (&), CURRENT TAX
PAYMENT ACT OF 1943.]

(g) Included and excluded wages. If the
remuneration pald by an employer to
employee for services performed during one«
half or more of any -payroll period of not
more than thirty-one conscctitive days ¢ons
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stitutes wages, all the remuneration pald by
such employer to such employee for such pe-
riod shall be deemed to be wages; but if the
remuneration pald by an employer to an em-
ployee for services performed during more
,than one-half of any such payroll period does
not constitute wages, then none of the re-
muneration paid by such employer to such
“employee for such period shall be deemed to
be wages.

8§ 405.204 Included and excluded
wages. If a portion of the remuneration
paid by an employer to his employee for
services performed during s payroll pe-
riod constitutes wages, and the remain-
der does not constitute wages, all the
remuneration paid the employee for
services performed during such period
shall for purposes of withholding be
treated alike, that is, either all included
as wages or all excluded. The time dur-
ing which the employee performs serv-

_ices, the remuneration for which under
section 1621 (a) constitutes wages, and
the time during which he performs serv-
ices, the remuneration for which under
such section does not constitute wages,
determine whether all the remuneration
for services performed during the payroll
period shall be deemed to be included
or excluded.

If one-half or more of the employee's
time in the employ of a particular person
in g payroll period is spent in performing
services the remunerationfor which con-
stitutes wages, then all the remuneration
paid the employee for services performed
in that payroll period shall be deemed to
be wages.

If less than one-half of the employee’s
time in the employ of a particular person
in a payroll period is spent in performing
services the remuneration for which con-
stitutes wages, then none of the re-
muneration paid the employee for serv-
ices performed in that payroll period
shall be deemed to be wages.

Ezample (1). Employee A is employed by
B who operates a farm and a store. The
remuneration paid A for services on the farm
is excepted as remuneration for agricul-
tural labor, and the remuneration for services
performed in the store constitutes wages,
Employee A is paid on a monthly basis, Dur-
ing a particular month, A works 120 hours on
the farm and 80 hours in the store., None of
the remuneration paid A for services per-
formed during the month I1s deemed to be
wages, since thé remuneration paid for less
than one-half of the services performed dur-
ing the month constitutes wages.

During another month A works 75 hours
on the farm and 120 hours in the store. Al
of the remuneration pald A for services per-
formed during the month is deemed to be
wages since the remuneration pald for one-
half or more of the services performed during
the month constitutes wages.

Ezample (2). Employee C is employed as a
maid by D, a physician, wwhose home and of-
fice are located in the same building. The
remuneration paid C for services in the home
is excepted as remuneration for domestic
service, and the remuneration paid for her
services in the office constitute wages. O Is
pald on & weekly basis. During a particular
week C works 20 hours in the home and 20
hours In the office. All of the remuneration
pald C for services performed during that
week iIs deemed to be wages, since the remu-~
neration paid for one-half or more of the
services performed during the tweek consti-
tutes wages.

During another weok O vworls 22 hours in
the homo and 10 houra in the cfice, Ileno
of tho remuncration patd O for corviecs pore
formed durlng that week io deemcd to bo
wages, since the remuncration pald for 1ccs
than ono-half of the ccrvices porformed dur-
Ing the week constitutes wages.

The rules set forth in this section do
not apply (1) with respect to any remu-
neration paid for services performed by
an employee for his employer if the pe-
rlods for which remuneration is paid by
the employer vary to the exstent that
there is no period which constitutes a
payroll period within the meaning of
section 1621 (b), or (2) with respact to
any remuneration paid for services per-
formed by an employee for his employer
if the payroll period for which remunera-
tion is paid exceeds 31 consecutive days.
In any such case withholding is required
with respect to that portion of such
remuneration which constitutes wages.

[Sec. 1622. INCOME TAX COLLSCTED AT
EOURCE—AS ADDED DY &IC. 2 (Q), CURRENT TAX
PAYMENT ACT OF 1043, AND AMENDZD DY 6EQ, 22,
INDIVIDUAL INCOME TAX ACT OF 1044.]

(h) Withholding ezemptions—(1) In gene-
eral. An employee receiving wages chall on
any day be entitled to the following with-
holding exemptions:

. (A) An exemption for himeelf,

(B) It the employes is marrled, an exemp-
tlon with respeet to his cpouce, unless his
spouce has in effect a withholding excmption
certificate claiming o withholding exemption
under subparagraph (4).

(C) An exemption for each individual with
respect to whom, on the basls of focts exlst-
ing at the beginning of such day, there may
reasonably be expccted to ba allowable o cur-
tax exemption under cecetion 25 (b) (3) for
the taxnble year under chapter 1 in rospeet
of which amounts decductced and withheld
under this subchapter in the calendar ycare
in which such day falls are allowed £3 o
credlt,

(2) Ezemption certificates—(A) On com-
mencement of employment. On cr before the
date of the commencement of employment
with an employer, the employee shall furnich
the employer with & cigned vrithholding
exemption certificate relating to the number
of withholding exemptions which he claims,
which shall in no event exceed the number
to which he is entitled.

(B) Change of status, etc. If, on any day
during the calendar yecar, the number of
withholding ezemptions to which the em-
ployee is entltled is5 less than the number
of withholding exemptions claimed by the
employee on the withholding exemption cor=
tificate then in effect with rcspect to bim,
the employee chall within ten days there-
after furnish the employer with o new with-
holding exemption certificate relating to tho
number of withholding exemptions which the
employee then clalms, which chall in no
event exceed the number to twhich he i3
entitled on such day. If, on any day during
the calendar year, the number of withhold-
ing exemptions to which the employee I3
entitledds greater than the number of with-
holding exemptions claimed, the employes
may furnish the employer with a new with-
holding exemption ccrtificats relnting to the
number of withholding exemptions which
the employeo then claims, walch chaoll in
no event excecd the number to which he I
entitled on such day.

(C) Changs of status, coto.,, which affcols
niext calendar ycar. If on any day during the
calendar year the number of withholding
exemptions to which the employce will ba
or may reaconnbly bo oxpcoted to bo, one
titled at the heglnning of his next taxoble
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yeor under Chapter 1 I3 different from the
numbor to which the cmployee Is entitled
cn guch day, the employce shall, fn such
¢aces and at guch times a3 the Commi=sionsr,
twith tho epproval of the Secrefary, may by
regulntions prezcrice, furnish the employer
with o withholding excmption certificate ree
Inting to the number of withhslding exemp-
tions whlch he claims with respeet to such
nest taxable year, which shall in mo event
execed the number to which he Wit be, or
may reaconably ha expected to be, €9 entitled.

(3) When certtficate tal:es effect—(A) First
ccrtfficate furniched. A vwithholding exempe
tlon certificate furni~hed the employer In
caces in which no previous such certificate is
in cffect chall tale effect a3 of the bezinning
of the first payroll perfod ending, or the first
payment of wages mada without regord to o
payroll poried, on or after the date on which
such certificate 15 co furniched.

(B) Furnished to take placz of existing

Jcertificate. A withholding exemption certifi-

cato furnishcd the employer in caszs in which
o previcus such certificate is in effcet shall
take cffect with respect to the first payment
of wages made on or after the first status
determination date which cccurs at least
thirty days from the date on which such
certificate 15 co furnished, except that at tho
cleetion of the employer such certificate may
bo mode effective with respect to any payment
of woges made on or after the date en which
such certificate is co furniched; but o certifi-
cato furniched purcuant to paragraph (2)
(C) chall not take efect, and may hot be
meode effective, with respect to any payment
of woges made in the ealendar year In which
the certificata Is furniched, For the purposzs
cf this subparagraph the term “status deter-
mination date™ means January 1 and July 1
of each year.

(4) Peric: during which certificate re-
mains in effect. A wiAthholding exemption
cartificate which talies cifect under this sub-
cection chall continua In effect with respzc
to the employcer until another such certifi-
cate takes effect under this subzection.

(5) Contents of certificate. Withholding
oxemptlon certificates shall be in such form
and contain such Information o5 the Commise
sloner may, with the approval of the Secre-
tary, by regulations preceribe. -

[Sze, 1620, PzmiALTIES—AS ADDZD BY SEC. 2
{0), CURREZT TAX PATIINNT ACT OF 1943.}

(d) Pengltizs in respect of withholding
certificates. Any indlividual reguired to sup-
ply Information to his employer under eection
1622 (h) who willfully supplies false or
fraudulent information, or who willfully fails
to supply informatfon thereunder which
would rcquire an increase fn the tax to b3
withheld under coction 1622, shall, in Heu of
any penalty cthervsice provided, upon convic-
tlon thereof, be fined not mora than 2509,
or impriconed for not more than one year,
or both.

Scction 25 (b) of the Internol Rerenue Cede
{as Amended by Sce. 10 (b), Indiridusl_
Income Tax Act of 1044].

Credits for ourter only—(1) Credifs.
Taere chall bo allswed for the purpos= of th3
surtas, hut net for the normal tex, tie fol-
lowing crcdits agalnst net income:

< o h-J - . <

(C) A curtax exemption of §509 for each
depondent whose grocs income for the cal-
endar year In which the taxeble year of the
taxpayer bogins 15 1ess than £399, exczpt that
it such depepdent is married the exemption
in recpoet of such depeondent chall nat be
allowed if such dependent has made o fomt
return with the other spouse undzr siction
61 for o taxable yeor beginning in such
calendar year,

L] (-] L) - o

(3) Definition of dependert. As uced in

this chapter the tom “dzpendsnt” means
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any of the following persons over half of
whose support, for the calendar year in which
the taxable year of the taxpayer begins, was
recelved from the taxpayer:

(A) A son or daughter of the taxpayer, or
a descendent of either,

(B) A stepson or stepdaughter of the tax~
bayer,

(C) A brother, sister, stepbrother, or step-,
sister of the taxpayer,

(D) The father or mother of the taxpayer,
or an ancestor of either,

(E) A stepfather or stepmother of the tax-
payer,

(F) A son or daughter of a brother or sis-
ter of the taxpayer,

(G) A brother or sister of the father or
mother of the taxpayer,

(H) A son=-in-iaw, daughter-in-law,
father-in-law, mother-in-law, brother-in-
law, or sister~in-law of the taxpayer.

As wused in this paragraph, the {erms
“brother” and “sister” include a brother or
sister by the half-blcod. For the purposes
of determining whether any of the foregoing
relationships exist, a legally adopted child of
a person shall be considered a child of such
person by blood. The term “dependent”
does not include any individual who is a
citizen or subject of a forelgn country un-
less such individual is & resident of the
United States or of a country contiguous. to
the United States. A payment to a wife
which is includible under section 22 (k) or
section 171 in the gross income of such wife
shall not be considered & payment by her
husband for the support of any dependent.

§ 405.205 Rights to claim withhold-
ing exemptions. An employee receiving
wages shall on any day be entitled to
withholding exemptions as provided in
section 1622 (h) (1). In order to re-
ceive the benefit of such exemptions, the
employee must file with his employer a
withholding exempfion certificate as
provided in section 1622 (h) (2). See
§ 405.206. t

The number of exemptions to which
an employee is entitled on any day de-
pends upon his status as sihgle or mar-
ried, upon the number of his dependents,
and if married, upon the number of ex-
emptions claimed by his spouse.

A single person is entitled to one with-
holding exemption for himself.

A married person is entitled to one
withholding exemption for himself and
one for his spouse, unless hi§ spouse is
employed and claims the withholding
exemption for herself. Thus, a mar-
ried couple is entitled to one withhold-
ing exemption for each spouse and they
each may claim one exemption, but if
one spouse does nof claim his exemption
the other spouse may claim both.

For the purpose of determining the
number of withholding-exemptions to
which an employee is entitled for him-
self or his spouse on any day,,the em-
ployee’s status as a single person or a
married person and, if married, whether

g, withholding exemption is claimed by.

his spouse, shall be determined as of
such day. For example, a married em-
ployee having no dependents has in ef-
fect a withholding exemption certificate
claiming one exemption for himself and
one for his wife. On February 5, 1945,
his wife dies. On February 6, 1945, the
employee has the status of a single per-
son and hence is entitled to a withhold-

ing exemption for himself only. Ac-

cordingly, he is required to file a new

withholding exemption certificate with-
in 10 days from the date of death of his
wife claiming not more than one with-
holding exemption.

Subject to the limitations stated be-
Iow, an employee shall also be'entitled
on any day to a withholding exemption
for each individual who may be reason-
ably expected to be his dependent for
the taxable year beginning in the cal-
endar year in which such day falls.
For the purposes of the withholding ex-
emption for an individual who may be
reasonably expected to be a dependent,
the following rules shall apply:

(a) The determination that an in-
dividual may or may not be reasonably
expected to be a dependent shall be
made on the basis of facts existing at
the beginning of the day for which g
withholding exemption for such indi-
vidual is to be claimed. The individual
in respect of whom an exemption-is
claimed must-be in existence-and bear
the required relationship to the em-
ployee on the day in question.

(b) The determination that an indi-
vidual may or may not be reasonably
expected- to be a dependent shall be
made for the taxable year of the em-
ployee under Chapter 1 of the Internal
Revenue Code in respect of which

amounts deducted and withheld under

Subchapter D of Chapter 9 of such Code
in the calendar year in which the day in
question falls are allowed as a credit.
In general, amounts deducted and with-
held under Subchapter D of Chapter 9
during any calendar year are allowed as
a credit against the tax imposed by
Chapter 1 for the taxable year which be-
gins in, or with, such calendar year.
For example, in order for an employee to
be able to claim for the calendar year
1945 a withholding exemption with re-
spect to a particular individual (other
than the employee’s spouse) there must
be a reasonable expectation that the
employee will be allowed a surtax ex-
emption with respect to such individual
under section 25 (b) for his income tax
taxable year 1945,

(c). For the employee to be entitled on
any day of the calendar year to & with-
-holding exemption for an individual as
a dependent, such individual must on
such day be reasonably expected to re-
ceive less than $500 of gross income for
such calendar year, receive over half of
his support from the employee during
such calendar year, and be related to the
employee in one of the relationships spec-
ified in section 25 (b) (3).

If an employee undertakes the sup-
port of an individual before July 1 of any
calendar year and intends to support
such individual for the rest of such yesr,
it will be considered reasonable’for such
employee to claim for the purposes of the
withholding exemption that he expects
to furnish more than half the support of
such individual for such calendar year.

An employee is not entitled to claim &
withholding exemption for an individual
otherwise reasonably expected to be g de-
pendent of the employee if such individ-
ual is s citizen of a foreign country, un-
less such individual is at any time during
the calendar year & resident of the
United States, Canada, or Mexico.
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§ 405.206 Withholding exemption cer«
tificates, Except as hereinafter provid«
ed, every employee recelving wages shall
furnish his employer o signed withhold-
ing exemption certificate, on Form W-4
(Rev. 1944), relating to the number of
withholding exemptions which he claims,
which shall in no event exceed the num-
ber to which he is entitled. The employer
is required to‘request & withholdihg ex-
emption certificate from each employee,
but if the employee fails to furnish such
certificate, such employee shall be con-
sidered as claiming no withholding ex-
emptions. Forms of certificate (Form
W-4 (Rev. 1944)) will be supplied em-
ployers upon request to the collector for
the district. In lleu of the prescribed
form of certificate, employers may pre-
pare and use & form which includes con-
tents identical with the prescribed form.
The certificates must be retained by the
employer as a supporting record of the
withholding exemption allowed,

Except as hereinafter provided, a with-
holding exemption certificate shall be
furnished the employer by the employce
on or before the date of the commence-
ment of employment with the employe1

Section 1622 (h) (2) (B) provides for
the filing of new withholding exemption
certificates when any change occurs
which affects the number of withholding
eXxemptions to which an employee 18 en«
titled. If, on any day during the cale
endar year, such number i more than
the number of withholding exemptions
claimed by the employee on the with-
holding exemption certificate then in ef«
fect, the employee may furnish the em-
ployer with & new withholding exemp-
tion certificate on which the employee
must in no event claim more than the
number of withholding exemptions to.
which he is entitled on such day.

If, however, on any day during the cal-
endar year, the number of withholding
exemptions to which the-employee 13 en«
titled is less than the number of with-
holding exemptions claimed by the em-
ployee on the withholding exemption
certificate then in effect, the employeo
must within 10 days after the change
occurs furnish the employer with a new
withholding exemption cerfificate relat-
ing to the number of withholding ex-
emptions which the employee then
claims, which must in no event exceed
the number to which he is entitled on
such day. The number of withholding
exemptions claimed on a withholding ¢x-
emption certificate previously filed may
exceed the number to which the em-
ployee is entitled because of the folw
lowing: .

(a) The employee’s wife (or husband)
for whom the employee has been claim=-
ing a withholding exemption dies, is di-
vorced, or claims her (or his) own with-
holding exemption on a separate cer
tificate.

(b) The support of an individual for
whom the employee has been claiming o
withholding exemption is taken over by
soméone else, so that it can no longor he
reasonably expected that the employce
will furnish over half of the support of

«such individual for the particular eal-
endar year.
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(c) The employee finds that an in-
dividual claimed as a dependent on a
withholding exemption certificate will
receive $500 or more of gross income of
-his or her own during the current cal-
endar year.

Before December 1 of each year, every
employer should request his employees
to file amended withholding exemption

. certificates for the ensuing year, in the
event of change In their exemption
status since the filing of their latest cer-
tificates.

If on any day during the calendar year
the number of withholding exemptions
to which the employee will be, or may be
reasonably expected to be, entitled at the
beginning of his next taxable year under
Chapter 1 of the Internal Revenue Code
‘is different from the number to which,
the employee is entitled on such day, the
following rules shall be applicable:

(a) If such number is greater than
the number of withholding exemptions
claimed in a withholding exemption cer-
tificate in effect on such day, the em-
ployee may, on or before December 1 of
the year in which such change occurs,
unless stich change occurs in December,
furnish his employer with a new with-
holding exemption certificate reflecting
the inc¢rease in the number of withhold-
ing exemptions. If the change occurs in
December, the certificate may be fur-
nished on or after the date on which the
change occurs.

(b) If such number is less than the
number of withholding exemptions
claimed in a withholding exemption cer-
tifieate in effect on such day, the em-
ployee must, on or before December 1 of
the year in which the change oceurs, un-
Jess such change occurs in December,
furnish his employer with a new with-
holding exemption certificate reflecting
the decrease in the number of withhold-
ing exemptions. If the change occurs in
December, the new certificate must be
furnished within 10 days of the date on
which the change occurs.

Thus, for example, a decrease in the
number of withholding exemptions to
which an employee is entitled at the be-
ginning of the next taxable year under
Chapter 1 of the Internal Revenue Code
results when a dependent of the em-
ployee dies; when the employee ceases
late in the year to support an individual
so that it is not reasonable to expect that
more than half of the individual’s sup-
port will be received from the employee
during the ensuing year; when a de-
pendent of the employee begins to re-
ceive income late in the year so that it
is reasonable to ezpect that the de-
pendent will have a gross income of $500
or more for the ensuing year.

No withholding exemption certificate
is required to be furnished to his em-

ployer by an individual under 16 years of

age performing services in the delivery or
distribution of newspapers or shopping
news unless such individual is paid wages
by such employer in an amount in excess
of the amount of one withholding exemp-
tion applicable in respect of such wages.
Section 1626 (d) provides oriminal
penalties applicable with respect to in-
. dividuals who are required under section
No.249—3

~

1622 (h) to furnish to their employers in-
formation relating to the number of
withholding exemptions claimed. The
penalties are imposed upon any such in-
dividual (1) who willfully supplies false
or fraudulent information, or (2) who
willfully fails to supply Information
which would increase the tax required
to be withheld at the socurce on his
wages. The penelty in each instanceisa
fine of not more than $300 or imprison-
ment for not more than one year, or
both. Such penalties are in leu of any
penalties otherwise provided by law for
failure to furnish the information re-
quired by section 1622 (h) or for the fur-
nishing of false or fraudulent informa-
tion under such section.

§ 405207 When withholding exemp~
tion certificales effective. A withholding
exemption certificate furnished the em-
ployer in cases in which no previcus
withholding exemption certificate is in
effect with respect to such employer, shall
take effect as of the beginning of the first
payroll pericd ending, or the first pay-
ment of wages made without recard to a
payroll period, on or after the date on
which such certificate is so furnished.

A withholding exemption certificate
furnished the employer in cases in which
a previous withholding ekemption cer-
tificate Is in effect with respect to such
employer shall, except as herelnafter-
provided, take effect with respect to the
first payment of wages made on or after
the first status determination date which
occurs at least 30 days from the date on
which such certificate is so furnished.
However, at the election of the employer,
except as hereinafter provided, such cer-
tificate may be made effective with re-
spect to any payment of wages made on
or after the date on which such cextifi-
cate is so furnished.

A withholding exemption certificate
furnished the employer pursuant to sec-
tion 1622 (h) (2) (C), that is, where the
change affects only the next year, shall
not take effect, dand may not be made
effective, with respect to the calendar
year in which the certificate is furnished.

For the purposes of this section the
term “status determination date” means
January 1 and July 1 of each yeare

A withholding exemption certificate
which takes effect under section 1622 (h)
shall continue in effect with respect to
the employee until another withholding
exemption certificate takes effect under
such section.

Section 22 (e) of the Individual Income Taz
- Act of 1944

LY

New withholding exemption ccrtificates to
be jurnished—(1) Old certificates made in-
effectire. Certificates furniched (whether be-
fore or after the enactment of this Act) un-
der section 1622 (h) of the Interncl Raevenue
Code, without rezard to its amendment by
this Act, shall have no effect with respect
to withholding to which such gection, o6
amended by this Act, 13 applicable.

(2) Requirement of furnishing snecw cor-
tificate. On or hefore December 1, 1944, nnd
on or before the date of commencement of
employment it such date ccours aftcr D2-
cember 1, 1944, and prior to Jonuary 1, 1945,
each employee recelving woges choll furnish
his employer with the withholding czcmpe-
tion certificato, required by cection 1622 (h)
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of the Internal Revenue Ccde (25 amsnded
by this Act) in tha cocz of commencement
of employment on cr after January 1, 1945,
and for cuch purpsces the number of with-
holding cxemptions which he i3 entftled to
claim s£hall be the number which he would
bo entltled to claim if the day on which such
certificate 13 g0 furniched were January 1,
1845.

(3) Wken rew ccriificates telie effect. A
certificate furniched under paragraph (2)
of this cubcection chall tale effect with re-
cpeet to the firct paymrnt of wages with
rcspect to which cection 1622 of the Internal
Revenue Code, as amended by this Act, Is
applicable, A certificate furnished under
cection 1622 (h) of the Intermal Revenus
Ccde, as amended by this Act, after Decem-~
ber 1, 1944, and prior to January 1, 1945, and
not furnished on or before the date of com-
mencement of employment, shall take efect
os provided In cection 1622 (h) (3) (B) of
such Code, o5 £0 amend-d, except that it may
not be made effective with respect to any pay-
ment of wages to which czction 1622 of such
Code, 23 £o amended, 1s not applicable. A
certificate furniched under section 1622 (h)
of such code, a5 co amended, to an employer
on or a{ter January 1, 1945, and not furnished
on or before the date of commencement of
cmployment with cuch employer, shall take
effect as provided in section 1622 (k) (3) (B)
of such Cade, 25 £9 cmended, if such eertift- |
cate 15 the first cortificate co furnished and
if on December 31, 1844, ocertificate was in
effect vAth respect to cuch employer undar
gection 1622 (h) of such Cade, without re-
gard to guch amendments.

§ 405,208 New certificales to be fur-
nished on or bejore December 1, 1944,
Each employer is required to ask each
employee to furnish a new withholding
exemption certificate on Form W4 (Rev,
1944) on or before Dacembar 1, 1944,
Every employee receiving wages shall
furnish his employer the withholding ex-
emption certificate so requested. How-
ever, the employer shall give effect to the
new certificate only with respect to wages
paid on or after January 1, 1945. Cer-
tificates on the old form (Form V/-4)
are to continue in eficet until but not
later than midnight Decembar 31, 1944.
In the case of an employee who bezins
employment with an employer during
December 1944, and to whom wages are
to be paid during such month, the em-
ployer must ask such employee for a cer-
tificate on the old form (Form V/-4) and
another certificate on the nsw form
(Form W—4 (Rev. 1944)).

An employee filing a cerfuicate on
Form W-4 (Rev. 1944) in 1244 for use
in 1945 may not claim on such certificate
more than the numbar of withholding
exemptions which he would be entitled to
claim if the day on which certificate is
furnished were January 1, 1945. The
employer Is not required to defermine
whether the employee has claimed the
correct numbar of exemptions. How-
ever, if there is reason to belleve that the
employee has claimed an excessive num-
ber of exemptions, the collector should be
5o advised. o

A complete lsting of the classes of rel-
atives of the employee eligible to be
counted for withholding exemptions Is
shown on Form W-4 (Rev, 1944).

If the new withholding exemption cer-
tificate on Form W-4 (Rev. 1944) Is filed
with the employer on or hefore December
1, 1944, or, in the case of new employ-
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ment, in December 1944 after December
1, 1944, on or before the date of com-
mencement of employment, such certifi-
cate shall be given effect with the first
payment of wages made on or after Jan-
uary 1, 1945. However, if the new cer-
tificate is not furnished on or before De-
cember 1, 1944, or on or before the date
in December 1944 of commencement of
employment with the employer but is
furnished before January 1, 1945, it shall
take effect with the first payment of
wages made on or after the first status
determination date (January 1 or July
1) which occurs at least 30 days from
the date on which it is furnished, except
that at the election of the employer it
may be made effective beginning with
any payment of wages made on or after

January 1, 1945. Where & new certifi- -

. cate on Form W-4 (Rev. 1944) is not filed
until on or after January 1, 1945, and is
not filed on or before the date of com-
mencement of employment with the em-
ployer, and a withholding exemption cer-
tificate was in effect with the same em-
ployer on December 31, 1944, such new
certificate need not be made effective un-
til the first payment of wages made on or
after the first status determination date
(January 1 or July 1) which occurs 30
days after the date on which such certifi-
cate is furnished, but the employer, at
his election, may give effect to such cer-

tificate beginning with any payment of .

wages made after such certificate is filed.

A withholding exemption certificate on
Form W-4 (Rev., 1944) which becomes
effective shall continue in effect with re-
spect to an employee until another such
certificate takes effect.

The application of the foregoing rules
relating to the filing of new withholding
exemption certificates on Form W-4
(Rev. 1944) may be illustrated by the fol-
lowing examples:

Ezample (1). On December 1, 1944, A Is &
married man and has one child. A and his
wife are both emi)loyees of the X Corporation.
The child has no gross income. A's with-
holding exemption certificate in effect on De-
cember 1, 1944, states that he is a married
person claiming all of the personal exemp-
tion for withholding and has one dependent.
His wife’s withholding exemption certificate
in effect on such date states that she is a
married person claiming none of the per-
sonal exemption for withholding. On such

‘ date it is reasonably to be expected that as
of January 1, 1945, A’s wife will not claim a
withholding exemption for herself, that A
will furnish over half of the support of the
child, and that the child will not receive gross
income of $500 or more during the calendar
year 1945. Under such circumstances the
number of withholding exemptions which A is
entitled to claim in the new withholding
exemption certificate to be filed on or before
December 1, 1944, is three.

Ezample (2). The Y Corporation maintains
a weekly payroll period with respect to each
employee and makes payment of wages every
Saturday. On Monday, December 18, 1944,
B begins employment with the Y Corpora-
tion. On oy before such day B shall file with
the 'Y Corporation one withholding exemp-
tion certificate to be made effective with re-
spect to the wages paid on December 23 and
December 30, 1944, and another withholding
exemption certificate on Form W-4 (Rev.
1944) to be made effective with respect to the
wages pald on or after January 1, 1945.

Ezample (3). C is an employee of the Z
Corporation on December 1, 1944. He has

" emption certificate on Form W-4.

in effect with his employer & withholding ex-
He falls to
file a new withholding exemption certificate
on Form W-4 (Rev, 1944) until December 15,
1944, The Z Corporation is not obliged to
make such certificate effective until the first
payment of wages made on or after July 1,
1945, but may elect to make it effective be-
ginning with any payment of wages made on
or after January 1, 1945.

Example (4). D on December 31, 1944,
has In effect with his employer a withhold~
ing exemption certificate but falls to file
with the same employer & new withholding
exemption certificate on Form W-4 (Rev.
1944) until January 15, 1945. His employer
need not give effect to the latter certificate
until the first payment of wages made on
or after July 1, 1945, but may elect to give
effect to it at any time after it is filed.
In any event, the old certificate may not be
effective after December 31, 1944, and until
the new certificate becomes effective (either
upon first payment of wages made on or
after July 1, 1945, or at such earller time
as the employer may elect) the employee
will be considered as claiming no withhold-
ing exemptions.

[Sec. 1622. INCOME TAX COLLECTED AT
SOURCE~—AS ADDED BY SEC. 2 (&), CURRENT TAX
PAYMENT ACT OF 1943.] .
(1) Overlapping pay periods, and so forth.
If & payment of wages is made to an em-
ployee by an employer—
(1) With respect to a payroll period or
other period, any part of which Is included
In a payroll period or other period with re-
-spect 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 ex-
piration of a payroll period-or other period
with respect to which wages are also paid to
such employee by such employer, or

{3) With respect to a period beginning in
one and ending in another calendar year, or

L ® * * &

the manner of withholding and the amount
to be. deducted and withheld under this
subchapter shall be determined in accord-
ance with regulations prescribed by the Coms-
missioner with the approval of the Secretary
under which the withholding exemption al-
lowed to the employee in any calendar year
shall approximate the withholding exemption
allowable with respect to an annual payroll
period. \ - .

§405.209 Supplemental wage pay-
ments~(a) In general. An employee’s
remuneration may tonsist of wages paid
for a payroll period and supplemental
wages, such as bonuses, commissions, and
overtime pay, paid for the same or g dif-
ferent period, or without regard to s
particular period. When such supple-
mental wages are paid (whether or not
at the same time as the regular wages)
the amount of the tax required to be
withheld under section 1622 (a) (the per-
centage method) or under section 1622
(¢) (the wage bracket method) shall be

- determined as follows:

The supplemental wages shall be ag-
gregated with the wages paid for the pay-

roll period, or, if not paid concurrently,

shall be aggregated with the wages paid
for the last preceding payroll period
within the same calendar year or the
current payroll period, and the amount
of tax to be withheld shall be deter=
mined as if the aggregate of the supple-
mental wages and the regular wages
constituted a single wage payment for
the regular payroll period. -
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Ezample (1). A 1s employed ns & salegs
mean at a monthly salary of 100 plus come
missions on sales made during tho menth,
The number of withholding exemptions
clalmed is one. During January 19456 A
earned $2756 In commissions, which together
with the salary of $100 was paid on February
10, 1945. Under the wage bracket mothod
the amount of the tax required to bo withe
held is shown in the table applicable to o
monthly payroll period. VUnder this tablo
it will be found that the amount of tax
required to be withheld 1s 870.

Ezample (2). B 13 employed at a salary
of 3,000 per anum paid semimonthly on the
16th day and the last day of each month,
plus a bonus and commission dotormined at
the end of each 3-month period. The nume«
ber of withholding exemptions olaimed is
four. The bonus and commission for tho
3-month perfod ending on March 31, 1945,
amount to 260, which was paid on April 10,
1945. Under the wage bracket method, the
amount of tax required to be withheld on the
aggregate of the bonus of $250 and tho last
preceding semimonthly viage payment of
8125, or §375, Is $62.60, Slnco tax in tho
amount of $8.80 was withheld on the semi=
monthly wage payment of $125, the amount
to be withheld on April 10, 1945, 1s $53.80.

(b) Special rule where aggregate with-
holding exemption exceeds wages paid.
If supplemental wages are paid to an
employee during a calendar year for g
period which involves two or more con-
secutive payroll perlods the wages for
which are also paid during such calen-
dar year and the aggregate of the wages
paid for such payroll periods is less than
the aggregate of the amounts determined
under the table provided in gection 1622
(b) (1) as the withholding exemptions
applicable for such payrolls periods, the
amount of the tax required to be with-
held on the supplemental wages shall
be computed as follows:

(1) Determine an average wage for
each of such payroll periods by dividing
the sum of the supplemental wages and
the wages paid for such payroll periods
by the number of such payroll periods,

(2), Determine ¢ tax for each pay-
roll period as if the amount of the av-~
erage. wage constituted the wages paid
for such payroll period.

(3) From the sum, of the taxes com-
puted on the basis of the average wage
per payroll period subtract the sum of
the taxes previously withheld for stich
payroll periods:and the remainder, if
any, shall constitute the amount of the
tax to be withheld upon the supple-
mental wages.

The rules preseribed in this paragraph
shall, at the election of the employer,
be applied in lieu of the rules prescribed
in paragraph (a) except that this parn-
graph shall not be applicable in any caso
in which the payroll period of the em-
ployee is less than one week.

Example. An employee has a weokly pay«
roll period ending on Saturday of oach week,
the wages for which are pald on Tuesday of
the succeeding week., On the 10th day of
each month he is pald s bonus based upon
production during the payroll periods for
which wages were pald in the preceding
month. The employce was pald a weokly
wage of 835 on each of the five Tuesdays
occurring on January 1945, On Fobruary
10, 1945, the employee was pald & bonug of
$125 based upon preduction during the flve
payroll perfods covered by the-wases pald In
January. On the date of payment of the
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bonus, the employee, who is married and has
two children, has a withholding exemption
certificate in effect clalming four withholding
exemptions. The amount of the tax to be
withheld from- the bonus paid on Febfuary
10, 1945, is computed as follows:

Wages pald in January 1945 for five

payroll periods (5X8$35)————_._ $1%5. 00
Bonus paid February 10, 1945____... 125.00
Agpregate of Wag'es and bonus_.... 3800.00

Average wage per payroll peried
© (8300=5) 60.00
=

Computation of tax under percent-
" age method:
Tax at 2.7 percent on ($60— -
$11) 81.32
Tax at 18 percent on (60— .
$44) 2.88
Tax at 19.8 percentoccamcaa None

Tax on average wage for one
week. 4.20
Tax on average wage for five weeks....
Less: Tax previously withheld on
weekly wage payments of §35—
£0.65 per week for five weeks_..__..

21.00

3.25

Tax to be withheld on supplemental
wage:
Computation of ta2X under wage
bracket method:

Tax on $60 wage under weekly
wage table—$4.60 per week for
five weeks.

Less: Tax previously withheld on
weekly wage payments of $35— 5
. 8.50

17.76

23.60

$0.70 per week for five weeks____..

Tax to be withheld on supplemental
wag : z 18. 50

[Sec. 1622. INCOME TAX COLLECTED AT SOURCE—
AS ADDED BY SEC. 2 (4), CURRENT TAX PAYMENT
AcT OF 1943.]

(1) Overlapping pay periods, and so forth.
If a payment of wages is made to an employee
by an employer—

= *

L4 < L
(3) With respect to a period beginning in
one and ending in another calendar year, or
£ L] * L L
the manner of withholding and the amount
to be deducted and withheld under this sub-
chapter shall be determined in accordance
with regulations prescribed by the Commis-
sioner with the approval of the Secretary
under which the withholding exemption al-
lowed to the employee in any calendar year
shall approximate the withholding exemption
allowable with respect to an annual payroll
pgrlod. "

§ 405.210 Wages paid for payroll
period of more than one year. If wages
are paid to an employee for a payroll
period of more than one year, for the
purpose of determining the amount of
tax required to be deducted and with-
held in respect of such wages:

(a) Under the percentage method, the
amount of the tax shall be determined as
if such payroll period constituted an

\ annual payroll period, and .

(b) Under the wage bracket method,
the amount of the tax shall be deter-
mined as if such payroll period con-
stituted a miscellaneous payroll period of
365 days.

[SEC. 1622. INCOME TAX COLLECTED AT
SOURCE—AS ADDED BY SEC. 2 (&), CURRENT TAX
*PAYMENT ACT OF 1943.]

(1) Overlapping pay periods, and so forth.
If & payment of wages Is made to an employee
by an employer-r

* & L4 L3 L]

(4) Tarough an cgent, fduclary, or other
person who alto have tho control, rccelpt,
custody, or dispe-al of, or pags, the woges
payable by another employer to such ems-
ployee, *

the manner of withholding and the amount
to be deducted and withheld under this sub-
chapter shall be determined in eccordance
with regulations preceribed by the Commic-
sloner with the approval of the Eccretary
under which the withholding excmption al-
“lowed to the employee in any calendor year
shall approximate the withholding czemp-
tion allowable with respoct to an annual
payroll pericd.

SEC. 1632, ACT5 TO DR FIZVOINMED BY AGENTS
[ApDED BY £EC. 2 (@), CURRENT TAX PATIIENT ACT
OF 1843.]

In case & fiduclary, agent or other porcon
has the control, recelpt, custody, or dicporal
of, or pays the wages of an cmployce or group
of employees, employed by cne or more em-
ployers, the Commissioner, under regulations
prescribed by him with the approval of the
Szcretary, Is autborized to desigmate such
fiduciary, agent or other percon to perform
such acts as are required of cmployers under
this chapter and as the Cemmissloner may
specify, Escept as may be otherwice pre-
scrited by the Commicsioner with the ap-
proval of the Secrctary, all provislons of 1aw
(including penalties) applicable {n respect of
an employer shall be applicable to a fiduclary,
agent or other percon £o designated but, ex-
cept as s0 provided, the employer for whom
such fiducinry, agent or other percon acts
chall remain subject to the provislons of law
(including pennltics) applicable in recpest of
employers.

§ 405211 Wages paid on behalf of
two or more employers. If a payment
of wages is made to an employee by an
employer through an agent, fiduciary, or
other person who also has the control,
receipt, custody, or disposal of, or pays
the wares payable by another employer
to such employee, the amount of the tax
required to be withheld on each wage
payment made through such agent, fidu-
ciary, or person shall, whether the wages
are paid separately on behalf of each
employer or paid in & lump sum on be-
half of all such employers, be deter-
mined upon the aggregate amount of
such wage payment or payments in the
same manner as if such aggregate
amount had heen paid by one employer.
Hence, under either the percentage
method or the wage bracket methed the
tax shall be determined upon the aggre-
gate amount of the wage payment.

In any such case, each employer shall
be liable for the return and payment of &
pro rata portion of the tax so determined,
such portion to be determined in the
ratio which the amount contributed by
the particular employer bears to the
aggregate of such wages.

For example, three companics maintain a
central management agency vhich carrics on
the administrative work ¢f the ceveral come
panies. The central ageney organization con-
sists of a staf of clerks, bookkeepers, stencz-
raphers, ete., who are the common employees
of the threo companies. The expences of
the central agency, including wages pald to
the foregoing employces, ara borne by the
several companies in certain agreed propor-
tions. Companies X and Y cach pay 40 per-
cent and Company Z pays 20 percent. Tho
smount of the tax required to bo withheld
on thewages pald to porcons employed in the
central egency chould bo determined in ace
cordance with the provicions of this coction.
In such event, Companies X nnd Y are each
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Hable a3 employers for the return cnd poy-
ment of 40 percent of the tax required to hae
withheld and Company Z §s Hanle for the re-
turn and payment-of 29 psreent of thz tax.

A fiduciary, czent, or othsr parson act-
ing for two or more employers may be
authorized to withheld the tax under
section 1622 with respzct to the wazes of
the employees of such employers. Such
fiduclary, agent, or other parson may also
be authorizad to make and file retuwrns
of the tax withheld at source on suzh
wases and to furnish the reesinfs re-
quired under section 1625. Application
for authorization fo psrform such aects
should b2 addressed to the Commissioner
of Internal Revenue, Washington 25,
D. C. If such authority is granted by
the Commissioner, all provisions of law
fincluding peznalties) and reculations
preseribed in pursuance of 1a% applicable
in respzct of 2n employer shall he ap-
plicable to such fiduciary, agent, or ofher
person. EBowever, the employer for
whom such fiduciary, agent, or other per-
son acts shall remain subject to a2l pro-
vislons of law (includiny pznaltics) and
requlations preseribed in pursuance of
law applicable in respeet of employers.

{Szec. 1622, IricoE TAX COLLICTID AT
EQOURCE—AS ADDZD DY SIC. 2 (2), CUTIDNT TAX
PAYIIENT ACT GF 1043.)

(3) Withhaolding on basis of arercge 1wages.
The Commicsigoner may, undsr regulations
prezeribod by him with the appraval of the
Eeerctary, authorize” employers (1) to esti-
mate the wages which will be pald to any
employee In any quarter of the calendar year,
(2) to determine the amount to be daducted
and withheld upon each payment of wages
to such employce durinz such quarter as if
the appropriate averege of the weges so estl-
mated constituted the cctunl wages pald, and
(3) to deduct and withhold ugsn any pay-
ment of wages to such employce during such
quarter such amount as may be necezsary
1o 2djust the amount actually deducted and
withheld upon the vages of such employes
during such quarter to tiie amount required
to be deducted and withhold during such
quarter without regard to this subzzction.

§405212 Withholding on basis of
everage wages. The Commissioner may
authorize the employer to withhold the
tax under section 1622 on the basis of
the employee’s average estimated wages,
with necessary adjustments, for any
quarter. Before using such method the
employer must receive authorization
from the Commissioner. Anplications
to use such method must be accompanied
by evidence establishing the need for the
use of such method. ’

SUCPART D—LIABILITY FOR TAX

Sco. 1622. IicoNE TAX COLLECTED AT SOURCE
{45 AppzD BY 57C. 2 (2), CUDRENT TAR PAYIIENT
ACT O 1043, ALD AMIINDID EY SCC. 22, INDIVID-
VAL RICOME TAX ACT OF 1944].

(a) Eegutfrement of withhelding. Every
cmployer making payment of woges shall
deduct and withhold upon suck wages a tax
cqual to the sum of the follswing:

L] ]

° o o

(d) Toz paid by recipient. If th2 em-
ployer, in violation of the provisions of this
subchapter, folls to deduct and withhold the
tax under this subchapter, and thereafter the
tax egainst walch cuch tax may be credited
13 pald, the tax co required to bz dzducted
ond withheld shell not be collezted from the
cmployer; but this subzection chell in no
cazo rellove the employer from Uabllity for
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any penalties or additions to the tax other-
wise applicable in respect of such fallure
to deduct and withhold.

® L * - — ®

SEC. 1623. LIABILITY FOR TAX [AS ADDED BY
SEC., 2 (8), CURRENT TAX PAYMENT ACT OF
1943].

The employer shall be liable for the pay-
ment 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.

Section 3661 of the Internal Revenue Code—
Enforcement of Liability for Tazes Collected

Whenever any person is required to collect
or withhold any internal-revenue tax from
any other person and to pay such tax over
to the United States, the amount of tax so
collected or withheld shall Be held to be a
special fund in trust for the United States.
The amount of such fund shall be assessed,
collected, and pald in the same manner and
subject to the same provisions and limitations
(including penalties) as are applicable with
respect to the taxes Yfrom which such fund
arose.

§ 405.301 Liability for tax. The em-
ployer is required to collect -the tax by
deducting and withholding the amount
thereof from the employee’s wages as and
when paid, either actually or construc-
tively. As to when wages are construc-
tively paid, see § 405.1. An employer is
required to deduct and withhold the tax
notwithstanding the wages are paid in
something other than money (for ex-
ample, wages paid in stocks or bonds;
see § 405.101) and to pay the tax to the
collector or duly designated depositary of
the United States, as the case may be, in
money. If wages are paid in property
other than money, the employer should
make necessary arrangements to insure
that the amount of the tax required to
be withheld is available for payment to
the collector.

Every person required to deduct and
withhold the tax under section 1622 from
the wages of an employee is liable for the
payment of such tax whether or not it is
collected from the employee. If, for ex~
ample, the employer deducts less than
the correct amount of tax, or if he fails
to deduct any part of the tax, he is
nevertheless liable for the correct amount
of the tax. However, if the employer in
violation of the provisions of section 1622
fails to deduct and withhold the tax, and
thereafter the income tax against which
the tax-under section 1622 may be cred-
ited iIs paid, the tax under section
1622 shall not be collected from the em-
ployer. Such payment does not, however,
operate to relieve the employer from
liability for penalties or additions to the

tax for failure to deduct and withhold.

within the time prescribed by -law or
regulatipns made in pursuance of law.
The employer will not be relieved of his
liability for payment of the tax required
to be withheld unless he can show that
the tax against which the tax under sec-
tion 1622 may be credited has been paid.
The amount of any tax withheld and
collected by the employer is a special
fund in trust for the United States.
The employer or other person required
to deduct and withhold the tax under
section 1622 is relieved of liability to any
other person for the amount of any such

tax withheld and paid to the collector
or deposited with a duly designated de-
positary of the United States.

Section 2707  provides severe penalties
for a willful failure to pay, collect, or
truthfully account for and pay over, the
tax imposed by section 1622, or for a
willful attempt in any manner to evade
or defeat the tax. Such penalties may
be incurred by any person, including the
employer, and any officer or employee of
g corporate employer, or member or em-
ployee of any other emp,loyer, who as
such employer, officer, "employee, or
member is under a duty to perform the
act in respect of which the violation
oceurs. .

SUBPART E—CREDIT FOR TAX WITHHELD

[Sec. 1622.- INCOME TAX COLLECTED AT
SOURCE—AS ADDED BY SEC. 2 (a), CURRENT TAX
PAYMENT ACT OF 1943.]

(e) Nondeductibility of tax in computing
net income. The tax deducted and withheld
under the subchapter shall not be allowed
as a deduction either to the employsr or to
the recipient of the income in computing
net income for the purpose of any tax on
income imposed by Act of Congress.

SEc. 35, CREDIT FOR TAX WITHHELD ON WAGES

[AS AMENDED BY SEC. 3, CURRENT TAX PAYMENT-

ACT OF 1943]. .

The amount deducted and withheld as tax
under Subchapter D of Chapter 9 during any
calendar year upon the wages of any indi-
vidual shall be allowed as a credit to the
recipient of the income against the tax im-
posed 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 tax-
able year so beginning,

§ 405.401 Nondeductibility of tax and
credit for tax withheld. The tax de-
ducted and withheld at the source upon
wages shall not be allowed as a deduction
either to the employer or the recipient
of the income in computing net income
under Chapter 1 of the Internal Revenue
Code. The entire amount of the wages
from which the tax is withheld shall be
included in gross income in the return
required to be made by the recipient of
the income without deductions for such
tax. The tax withheld at source, how-
ever, is allowable as a credit against the
tax imposed by Chapter 1 of the Internal
Revenue Code upon the recipient of the
income. If the tax has actually been
withheld at the source, credit or refund
shall be made to the recipient of the in-
come even though such tax has not been
paid over to the Government by the em-
ployer. See section 322. For the purpose
of the credit, the recipient of the income
is the person subject to tax imposed
under Chapter 1 of the Internal Revenue
Code upon the wages from which the tax
was withheld. For instance, if 8 husband
and wife domiciled in a community prop-
erty State make séparate returns, each
reporting for income tax purposes one-
half of the wages received by the hus-
band, each spouse is entitled to one-half
of the credit allowable for the tax with-
held at source with respect to such wages.

The credit for tax withheld at source
during a calendar year shall be allowed
against the tax imposed by Chapter 1 of
the Internal Revenue Code for the tax-
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able year of the recipient of the income
which begins in such calendar year. If
such recipient has more than one tax«
able year beginning in such calendar
year, the credit shall be allowed against
tl.le @ax for the last taxable year so be-
ginning.

SUBPART F—RECEIPTS

SEC. 1625, RECEIPTS [AS ADDID BY SIC, 2 (A),
CURRENT TAX PAYMENT ACT OF 1943],

(a) Requirement. Every employor ro=.
quired to deduct and withhold & tax in ro«
spect of the wages of an employee shall fur«
nish to each such employee in respect of
his employment during the calendar year,
on or before January 31 of the succeeding
year, or, if his employment is terminated bo-
fore the close of such calendar year, on the
day on which the last payment of wages s,
made, a written statement showing the wages
pald by the employer to such employce durs
ing such calendar year, and the amount of
the tax deducted and withheld undor this
subchapter in respect of such wages,

(b) Statements to constitute information
returns. The statements required to be fur«
nished by this section in respect of any wages
shall be furnished at such other times, shall
contaln such other information, and shall be
in such form as the Commissioner, with tho
approval of the Secretary, may by regula-
tions prescribe. A duplicate of such state-
ment if made and filed {n accordance with
regulations prescribed by the Commissionor
with the approval of the Secretary shall cons
stitute the return required to be made in
respect of such wages under scction 147,

(c) Extension of time, The Commissioner,
under such regulations as he may prescribo
with the approval of the Secretary, may grant
to any employer a reasonable extenslon of
time (not in excess of thirty days) with re«
spect to the statements required to be fur«
nished under this section.

Stee. 1626. PENALTIES {AS ADDED BY SLC. 2 (1),
CURRENT TAX PAYMENT ACT OF 1943].

(a) Penalties for fraudilent receipt or fail«
ure to furnish receipt. In lieu of any other
penalty provided by law (excopt tho penalty
provided by subsection (b) of this socction),
any person required under the provistons of
section 1625 to furnish & receipt in respect of
tax withheld pursuant to this subchaptor
[Subchapter D of Chapter 9] who willfully
furnishes a false or fraudulont receipt, or who
willfully fails to furnish a recoipt in tho man-
ner, at the time, and showing the Informn=
tion required under section 1625, or regula=-
tions prescribed thereunder, shall for each
such faflure, upon conviction thereof be fined
not more than $1,000, or imprisoned for
not more than one year, or both, ¢

(b) Additional penalty. In addition to the
penalty provided by subsectlon (a) of thls
section, any person required under the pro-
visions of section 1625 to furnish o recelpt in

- respect of tax withheld pursuant to this sub-

chapter [Subchapter D of Chapter 9] who
willfully furnishes & false or fraudulent ro«
celpt, or who willfully falls to furnish a ro«
celpt in the manner, at the time, and showing
the information required undor section 1625,
or regulations prescribed thereunder, shall
for each such failure be subject to a ofvil
penalty of not more than §60.

§ 405.501 Receipts for tax withheld «i
source on wages—(a) In general, Every
employer or other person required to de-
duct and withhold tax shall furnish to
each employee from whose wages taxes
are withheld the original and duplicate
of Form W-2 (Rev.), showing the name
and address of the employer, the name
and address of the employee, the wages
paid, and the amount of the tax withheld
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during the calendar year. Such receipt
on Form W-2 (Rev.) shall not show re-
muneration which does not constitute
wages within the meaning of section
1621. Receipts prepared in substahtially
like form and size as Form W-2 (Rev.),
but in no case larger than 8 by 325 inches,
will be acceptable if approved by the
Commissioner. _

The statement on Form W-2 (Rev.)
shall be furnished to the employee on or
before January 31 of the succeeding cal-
endar year, or if his employment is ter-
minated before the close of such calendar

year, on the day on which the last pay- -

ment of wages is made.

(b) Extension of time for furnishing
statements to employees. An extension
of time, not exceeding 30 days, within
which to furnish the Withholding Re-
ceipt (Form W-2 (Rev®) required by sec-
tion 1625- (a) upon termination of em-
ployment is hereby granted to any em-
ployer with respect to any -employee
whose employment is terminated during
the calendar year. In the case of infer-
mittent or interrupted ~employment
where there is reasonable expectation
on the part of both employer and em-
ployee of further employment, there is
no requirement that a Withholding Re-
ceipt be immediately furnished the em-
ployee; but when such expectationteases
to exist, the statement must be furnished
within 20 days from that time.

(¢) Form 1099 information returns.
The making of. information returns,
Form 1099, will not be required with re-
spect to any wages from which the tax
has been withheld, provided the tripli-
cates of the Withholding Receipts (Form
W-22) are submitted with the last quar-
terly return (Form W-1) for the year.

(d) Penalties for fraudulent receipt
or failure io furnish receipf. Section
1626 imposes criminal and civil penglties
for the willful failure to furnish a receipt
in the manner,-at the time, and showing
the information required under section
1625 or .regulations prescribed there-
under or for wilifully furnishing a false
or fraudulent receipt. The criminal
penalty i§4 fine of not more than $1,000
or imprisonment for not more than one
year, or both, and the civil penalty is a
fine of not more than $50 for each such
violation. Such penalties are in lieu of
any other penalties provided by law re-
specting' the failure to furnish a receipt
or the furnishing of a false or fraudu-
lent receipt.

SUBPART G—RETURNS AND PAYMENT OF TAX

SEC. 1624. RETURN AND PAYMENT BY GOV~
ERNMENTAL EMPLOYER [AS ADDED BY SEC. 2 (8),
CURRENT TAX PAYMENT ACT OF 1948.]

If the employer is the United States, or a
State, Territory, or political subdivision
thereof, or the District of Columbia, or any
agency or instrumentality 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 em-
ployee of the United States, or of such State,
Territory, or politichl subdivision, or of the
District of Columbia, or of such agency or
instrumentality, as the case may be, having
control of the payment of such wages, or
appropriately designated for that purpsse.
[SEC, 1626. PENALTIES—AS ADDED BY SEC. 2
(a), CURRENT TAX PAYMIENT ACT OF 1843.]

(c) Failure of employer to fila relurn cr
pay taz. In cace of any follure to make and
file return or pay the tax required by this
subchopter, within the timg preseribed by
law or prescribed by the Commlicsioner in
pursuance of law, unless it is chown that
such fallure is duc to reasonable cauce and
not due to willful neglect, the nddition to
the tax shall not be less than {10,

Sec. 1627, OTHIR LAWS AFPLICANLE [AS
ADDED BY SEC. 2 (), CURRENT TAX PAY2ENT ACT
OF 1943].

Al provisions of law, including penaltles,
applicable with recpect to the tax impoced
by section 1400 chall, insofar s applicable
and not inconsistent with the provisiens of
this subchapter, boe applicable with respeet
to the tax under this subchapter. -

Sec. 1630. VERIVICATION OF RETURNS, EIC,
[AS ADDED BY SEC. 2 (R), CURRENT TAX PATIMENT
ACT OF 1043].

(a) Power of commissioner to reguire.
The Commissioner, under regulations pre-
scribed by him with the approval of the
Secretary, may require that any return,
statement, or other decument required to
be filed under this chapter {Chapter 8] shall
contain or be verificd by a written declara-
tion that it i5 made under the penalties of
perjury, and such declaration chall be In leu
of any cath otherwice required,

(b) Penaltics, Every percon who will-

-fully mokes and subcerlbes any return,

statement, or other doccument, which con-
talns or is verifled by & written declaration
that it is made under the penalties of per-
jury, and which he does not belleve to ba
true and correct as to every material matter,
shall be gulity. of a felony, and, upon con-
viction thereof, shall be subject to the pen-
altles prescribed for perjury in cection 125
of the Crimingnl Ccde.

Section 1420 of the Internal Revenue Code—
Collection and Payment of Taxcs

() Administration. The taxes Imposed
by this subchapter shall be collected by the
Bureau of Internal Revenue under the df-
rection of the Sccretary and shall be pald
into the Treasury of the United States as
internal-revenue collections.

* L ] [} [ ]

(c) Zfethod of collcction and payment.
Such taxes shall be collceted and paid in
such manpner, at such times, and under cuch
conditions, not inconslstent with this sub-
chapter (either by making and filing returns,
or by stamps, coupens, tlekets, books, or
other reasonable devices or metheds necezzary
or helpful in securing o complete and proper
collection and payment of the taz or in
securlng proper identification of the tax-
payer), as may be preceribed by the Commice
sioner, with the approval of thae Sccretary.

(Q) Fractional parts of a cent. In the pay-
ment of any tax under thls subchoptcer o
fractional part of a cent shall kg dicregarded
unless it amounts to cre-half cent or more,
in which ¢ase it shall be increaced to 1 cent.

Section 1430 of the Internal Retenue Code—
Other Laws Applicabtle

All provisions of law, including penalties,
applicable with recpeet to any tax impoced by
section 2700 or section 1€30, and the provi-
slons of gection 3661, shall, incofar as opplica-
ble and not Inconclstent vwith the provisicns
of this subchapter, be applicable with respect
to the taxes impoesed by this subchapter,

Section 2709 of the Internal Rerentte Code—
Records, Statements, and Returns

Every person liable to any tax impoced by
this subchapter, or for the collection thereof,
shall keep such rccords, render under cath
such statements, make cuch returns, cnd
comply with such rules and rcgulations, as
the Commissioner, with the approval of the
Secretary, may from time to timo prescribo.
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Seation 3603 of the Internal Rerenue Code—
Notice Eequiring Records, Statements, end
Speclal Returns

Yrhenever in the judoment of the Commis-
sloner necezzary he moay require any pzrcon,
by notice cerved upsn him, to male o retwrn,
render under oath such ctatements, or kaep
such records o3 the Commizsioner decms suf-
ficlent to show whether or not such person
15 Uable to tax.

Section 3612 (a), (b),ard {(c) of the Internal
Rercnue Ccde—~Ecturns Ezxeeuted by
Commizsioner or Collcetor

(a) Authority of collectar. If any parcon
falls to meke and file a return or Mzt at the
time preczribed by 1aw or by rezulation mads
under authority of law, or males, willtully
or otherwice, o falce or fraudulent return or
Ust, the collector or deputy collsetor shall
make the return or Ust from his ovn knotwl-
edge end from such information as he can
abtain through testimony or cthervisa.

{b) Authority of commicsioner. In any
rush cace the Commicsigner may, from his
own knowledge and fram such information 25
he can obtaln throuzh testimony or other-
wica—

(1) To male return., Make a retum, or

(2) To aemend collector's refurn. Amend
any return moade Ly 2 collector or deputy
cgllector.

(¢) Legal status of returns. Any return
or }ct co made and subseribed by the Com-~
miscioner, or by a collecter or deputy col-
lcctor and approved by the Commiszloner,
chall be prima facle good and suflclent for
all Iezal purpsces,

Scetion 3614 (n) of the Imternal Eerenue
Code—Ezamination of Books and Wit-
neISes

To dctermine 1liobility of the taxraysr.
The Commicsioner, for the purpose of ascer-
taining the correctnecs of any returz or fir
the purpose of making a return where none
hos been made, 13 authorized, by any otticer
or cmployee of the Burceu of Internal Reve-
nue, including the ficld service, desiznated
by him for that pwrpese, to examine any
bogks, papars, records, or memoranca bear-
ingz upon the matters required to be included
in the return, and may require the attend-
ance of the percon rendering the return or
of any ofilscr or employee of such person,
or the attendance of any other pzrcon hav-
ing knowlcdge in the premizzs, and may take
hisz testimony with refercnce to the matter
required by 1aw to ke inciuded in such re-
turn, with power to administer oaths to sucn
percon or percons.

Scetlon 2702 (o) of the Internol Rerenue
Ceode—Payment of Tex -

Date of payment.~The tax shall, without
acceccment by the Commiccioner or ngtice
from the collector, bz due a2nd paychble to
tho collector for the dictrict in which is lo-
catcd the principal place of business, at the
time fixed °* * © for filing the return.

§405.601 Return end payment of in-
come taz withheld on wages. Every per-
son required, under the provisions of sze-
tion 1622, to deduct and withhold the tax
on wages shall make a return and pay
such tax on or before the last day of the
month followiny the close of each of the
quarters endinz March 31, Jun= 30, Szp-
tember 30, and Dzcember 31. Such re-
turn is to be made on Form W-1, Return
of Income Tax Withheld on Wages, and
must be filed with the collector of inter-
nal revenue for the district in which Is
located the principal place of business or
office of the employer, or if he has no
principal place of business or office, then
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in the district in which is located his legal
residence. There shall be included with

the return filed for the fourth quarter of.

the calendar year or with the employer’s
final return, if filed at an earlier date, the
triplicate of each withholding tax receipt
(Form W-2a) furnished employees.

The triplicate Forms W-2a, when filed
with the collector, must be accompanied
by Form W-3 and a list (preferably in the
form of an adding machine tape) of the
amounts shown on Forms W-2. If an
employer’s total payroll consists of a
number of separate units or establish-
ments, the triplicate Forms W-2a may
be assembled accordingly and a separate
list or tape submitted for each unit. In
such case, a Summary list or tape should
be submitted, the total of which will agree
with the corresponding entry to be made
on Form W—3 Where the number of
triplicate recelpts is large, they may be
forwarded in packages of convenient size.
‘When this is done, the packages should
be identified with the name of the em-
ployer and consecutively numbered and
Form W-3 should be placed in package
No. 1. The number of packages should
be indicated immediately after the em-
ployer’'s name on Form W-3. The tax
return, Form W-1, and remittance in
cases of this kind should be filed in the
usual manner, accompanied by a brief
statement that Forms W-2a and W-3 are
in separate packages.

Every person required to withhold and
pay any tax under section 1622 shall keep
such records as will indicate the names
and addresses of the persons employed
during tlie year payments to whom are
subject to withholding, the periods of em-~
ployment, and the amounts and dates of
payment to.such persons. No specific
form for such, records has been pre-
scribed. Such records shall be kept at
all times available for inspection by in-
ternal revenue officers.

The return must be signed by the em-

ployer or other person required to with- -

hold and pay the tax and shall contain
or be verified by a written declaration
that it is made under the penalties of
perjury.

If the person required to withhold and
pay the tax under section 1622 is a cor-
poration, the return shall be made in
the name of the corporation and shail
be signed and verified by the president,
vice president, or other principal officer.

With respect to any tax required to be
withheld under section 1622 by a fiduci-
ary, the return shall be made in the name
of the individual, estate, or frust for
which such fiduciary acts, and shall be
signed and verified by such fiduciary. In
the case of two or more joint fiduciaries
the return shall be signed and verified
by one of such fiduciaries.

If the United States, a State, Terntory,
or political subdmswn or the District
of Columbia, or any agency or instru-
mentality of any one or more of the fore-
going, is the employer, the return of the
tax may be made by the officer or em-
ployee having control of the payment of
wages or other officer or employee ap-
propriately designated for that purpose.

Preaddressed Forms W-1 mailed by
collectors to employers should be used in

filing returns. If the preaddressed form
is lost, a new one should be requested
if sufficient time remains before the filing
date. Should it be necessary to use a
blank form not preaddressed, care should
be exercised to show the employer’s name
exactly as it appeared on previous re-
turns.

Except in the case of quarterly adjust-
ments, as explained in § 405.701, a return
on Form W-1 may not be made for more
than one calendar quarter of the year,
nor may a portion of one calendar quar-
ter be included with a portion of another
calendar quarter in a single return on
Form W-1 even though the entire period
does not exceed three months.

§ 405.602 Final returns. The last re-
turn on Form W-1 for any employer re-
quired to withhold and pay any tax under
section 1622, who during the calendar
year either goes out of business or other-
wise ceases to pay wages, shall be marked
“final return” by such employer. Such
final return shall be filed with the collec-
tor on or-before the thirtieth day after
the date on which the final payment of
wages is made for services performed for
such employer, and shall plainly show
the period covered and also the date of
the last payment of wages. There shall
be executed as part of each final return
a statement giving the address at which
the records required by this section .will
be kept, the name of the person keeping
such records, and, if the business has
been sold or otherwise transferred to an-
other person, the name and address of
such person and the date on which such
sale or other transfer took effect. If no
such sale or transfer occurred or the em-
ployer does not know the name of the
person to whom the business was sold or
transferred, that fact should be included
in the statement. An employer who has
only temporarily ceased to pay wages, in-
cluding an employer engaged in seasonal
activities, shall continue to file returns,
but shall enfer on the face of any return
on which no tax is required to be re-
ported a statement showing the date of
the last payment of wages and the date

when he expects to resume paying wages..

.§405.603 Use of prescribed jforms.
Copies of the prescribed return forms will
so far as possible be regularly furnished
employers by collectors without applica~
tion therefor. An employer will not be
excused from making a return, however,
by the fact that no retutn form has been
furnished to him. Employers not sup-
plied with the proper forms should make
application therefor to the-collector in
ample time to have their weturns pre-
pared, verified, and filed with the collec-
tor on or before the due date. If the
prescribed form is not available, a state-
ment made by the employer disclosing
the amount of taxes due may be accepted
as g tentative return.- If filed within the
prescribed time the statement so made
will relieve the employer from liability
for tHe addition to tax imposed for the
delinquent filing of the return by section
3612 (d) (1) (See §405.804): Provided,
That without unnecessary delay such ten-
tative return is supplemented by a re-
turn made on the proper form.
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§ 405.604 Penaliies for false returns.
Subsection (b) of section 1630 provides
for penalties in the case of any person
who,willfully mekes and subscribes any
return, statement, or other document,
which contains or is verified by & 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 material matter., Such person
shall be guilty of a felony, and, upon
conviction, shall be subject to the pennl-
ties prescribed for perjury in section 1256
of the Criminal Code.

Sec. 1631, UsE OF GOVERNMENT DEPOSITARIES
IN CONNECTION WITH PAYMENT OF TAXES (A8
ADDED BY SEC. B (R), CURRENT TAX PAYMENT ACT
OF 1843].

The Secretary may authorize incorporated
banks or trust companies which are deposi-
taries or financlal® agents of the United
States to recelve any taxes under thig chaptor
in such manner, at such times, and under
such conditions as ho may prescribe; and he
shall prescribe the manner, times, and con=
‘ditions under which the receipt of such taxes
by such depositaries and financlal agents 1o

«to be treated as payment of such taxes to
the collectors,

§405.605 Use of Government deposi-
taries in connection with payment of
tazes. It will be the duty of every em-
ployer who withheld more than $100
during the month to pay, within 10 days
after the close of each calendar month, to
a depositary and finanélal agent au-
thorized by the Secretary of the Treasury
to receive deposits of withheld taxes, pur«
suant to section 1631, all funds withheld
as taxes during that calendar month.
(All banks insured by the Federal Deposit
Insurance Corporation are eligible to
qualify as depositaries and financial
agents.) On or before the last day of the
month following the close of each quar-
ter of each calendar year, every employer
shall make a return on Form W-1 to the
collector of his district, covering the ag-
gregate amount of taxes withheld dur-
ing that quarter, and attach to such
return, as payment for the taxes shown
thereon, receipts in the form approved
by the Secretary of the Treasury, issued
by the authorized depositery and finan=~
cial agent evidencing the payment of
funds withheld as taxes; Provided, how-
ever, That for taxes withheld during the
last month of the quarter the employer
may, at his election, in lieu of this method
of payment, include with his return di-
rect remittance to the collector for the
amount of the taxes withheld during
such last month of the quarter. The em-
ployer may obtain from his local bank
the names and locations of the nearby
depositaries and financial agents author-
ized to receive deposits of withheld taxes.
A Iist of the depositaries and financial
agents will be furnished each bank by the
Federal reserve bank of the district. See
Treasury Deparfment Circular No. 714,
dated June 25, 1943,

_SUBPART H—ADJUSTMENTS AND REFUNDS

Sec. 1627. OTHER LAWS APPLICABLE {a8
ADDED BY SEC. 2 (&), CURRENT TAX PAYMENT
ACT OF 1943.]

All provisions of law, including penalties,
applicable with respect to the tax imposed
by section 1400 shall, insofar as applicablo
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and not inconsistent with the provisions of
this subchapter [Subchapter D of Chapter
8], be applicable with respect to the tax
under this subchapter,

Section 1401 (c) of the Internal Rerenue
Code—Adjustments

If more or less than the correct amount
of tax imposed-by section 1400 is paid with
respect to any payment of remuneration,
proper adjustments, with respect both to the
tax and the amount to be deducted, shall be
made, without interest, in such manner and
at such times as may be prescribed by regu-
lat/ions made under this subchapter.

§405.701 Quarterly adjustments—
(@) In general. If, for any quarter of
the calendar year, more or less than the
correct amount of the tax is withheld,
or more or less than the correct amount
of the tax is paid to the collector, proper
adjustment, without interest, may be
made in any subsequent quarter of the
same calendar year. No adjustment,
however, under the provisions of this
section shall be made in respect of an
underpayment for any quarter after re-
ceipt from the collector of notice and
demand for payment thereof based upon
an assessment, but the amount shall be
paid in accordance with such notice and
demand; nor shall any adjustment un-
der the provisions of this section be
made in respect of an overpayment for
any quarter after the filing of a claim
for refund thereof.. Every return on
which an adjustinent for a preceding
quarter is reported must have securely
attached as a part thereof a statement
explaining the adjustment, and desig-
nating the quarterly return period in
which the error occcurred. If an adjust-
ment of an overcollection of tax which
the employer has repaid to an employee
is reported on a return, such statement
shall include the fact that such tax was
repaid to the employee.

(b) Less than correct amount of iax
withheld. If none, or less than the cor-
rect amount, of the tax is deducted from
any wage payment and the error is as-
certained prior to the making of the
return on Form W-1 for the quarter in
which such wages are paid, the employer
shall neveriheless report on such return
and pay to the collector the correct
amount of the tax required to be with-
held. If the error is not ascertained un-
til after the making of the return on
Form W-1 for the quarter in which such
wages are paid, the undercollection may
be corrected by an adjustment on the
return for any subsequent quarter of the
same calendar year, subject, however, to
the limitations noted in paragraph (a).
The amount of any undercollection ad-
justed in accordance with this para-
graph shall be paid to the collector,
without interest, at the time preseribed
for payment of the tax for the quarter
in which such adjustment is made. If
an adjustment is made pursuant to this
paragraph but the amount thereof is not
paid when due, interest thereafter ac-
crues. See section 1420 (b).

If none, or less than the correct
amount, of the tax is withheld from any
wage payment, the employer may cor-
rect the error.by deducting the amount
of the undercollection from remunera-

tion of the employee, If any, under his

control after he ascertains the error.

Such deduction may be made even

though the remuneration, for any rea-

son, does not constitute wages. The cb-
ligation of an employee to the employer
with respect to an undercollection of tax
from the employee's wages not subse-
quently corrected by a deduction made
as prescribed herein is a matter for
settlement between the employee and
the employer.. In this connection, see
section 1622 (d), relieving the employer

from liability for the tax if the tax im-

posed by Chapter 1 of the Internal

Revenue Code against which the tax

withheld at source is allowable as a

credit, has been paid by the employee or

other person liable thérefor.

(¢c) Bore than correct amount of taz
withheld, If, in any quarter, more than
the correct amount of tax Is deducted
from any wage payment, the overcollec-
tion may be repaid to the employee in any
quarter of the same calendar year. If
the amount of the overcollection Is re-
paid, the employer shall obtain and keep
as part of his records the written receipt
of the employee showing the date and
amount of the repayment.

JIf an overcollection in any quarter is
repaid and receipted for by the employee
prior to the time the return on Form
W-1 for such quarter is filed with the
collector, the amount of such overcollec-
tion shall not be¢ included in the return
for such quarter.

Subject to the limitations provided in
paragraph (a), if an overcollection in any
quarter is repald and recelpted for by
the employee after the time the return on
Form W-1 for such quarter is filed and
the tax is paid to the collector, the over-
collection may be corrected by an ad-

~justment on the return for any subse-
quent quarter of the same calendar year.

Every overcollection not repaid and
receipted for by the employee as pro-
vided in this paragraph must be reported
and paid to the collector with the rethwrn
on Form W-1 for the quarter in which
the overcollection is made.

For information as to the manner of
correcting errors in withholding which
cannot be adjusted in a return for a sub-
sequent quarter of the same calendar
year, employers should consult the local
collector of internal revenue,

[Sec. 1622, INCOME TAX COLLECTED AT
SOURCE—AS ADDED DY £EO. 2 (0), CURRENT TAX
PAYIMENT ACT OF 1043.]

(f) Refunds or credits—(1) Employers.
Where therc has becen on overpayment of
tax under this subchapter, refund or credit
shall be made to the employer cnly to the
extent that the amount of such overpayment
was not deducted and withheld under this
subchapter by the employer.

(2) Employees. For refund or credlt in
cases of excessive withholding, cece cection
322 (a).

Section 3770 (@) of the Intcrnal Revrenue
Code—Authority to Ifake Abatements,
Credits, and Rejunds
To tazpayers—(1) Assessments and col-

lections generally. Except as otherwice pro-

vided by law in the care of income, tar-
profits,~excecs-profits, estate, and gift taxes,
the Commissioner, subject to regulations pre-

" scribed by the Sccretary, io authorized to
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romit, refund, and pay boek all toxes er-
ronecoucly or illepally oscecced or collzcted,
all panaltics eollected without authority, and
all taxes that appoar to be unjustly cszzssad
or excceiive in amsunf, or In any mannsr
virongfully collected.

(2) Accessments and collections after lim-
ftation perfod. Any tex (or any interest,
pcnaolty, cdditfonsl amount, or cddition to
guch tax) acceszod or pald after the explro-
tion of the perisd of limitation propely op-
plicable thezeto chall ke considered on over-
payment and chell ke credited or refundzd
to the tazpoyer £ claim therefor Is filed
within the pcried of limitation for filing
guch claim.

L] o L] o L

Seetton 3313 of the Internol Ecrenue Codc—
Pertod of Limitetlon Upon Refunds end
Credits

All claims for the refunding or crediting
of any internal revenue tax alleged to have
been erronesucly or flezally aszeszed or eol-
lected, or of any penalty ollegcd to have heen
collected without authority, or of any sum
alleged to have boon exececsive or In any
manner vrongfully collccted must, except
3 otherwlce provided by law in the cazz of
income, viar-profits, cxeess-profits, estate, and
gift taxes, be prezonted to the Commissioner
within four years next after the payment
of cuch tax, penalty, or cum. The amount of
the refund (in the cace of taxes other than
income, srar-profits, excezc-profits, estate,
and glft taxes) shall not excced the portion
uf the tax, pcnalty, or sum pald during the
four years immediatcly preceding the filing
of the claly, or i no clalm wos filed, then
during the four years immediately preceding
the allowance of the refund.

§405.702 Refunds or credifs. Where
there has been an overpayment of tax
under Subchapter D, Chapter 8, Internal
Revenue Ceode, refund or credit shall bz
made to the employer only to the extent
that the amount of the overpaymsznt was

-nobt deducted and withheld under such

subchapter by the employer.

SUDPART I—ISCELIANEOUS PROVISIONS

Sre, 1627, OTHER LAWS AFPLICIPLE fAS ATIZD
BY GEC, 2 (4), CURNCIT TAX PAYLIERT ACT OF
1043].

All provisions of law, Including ponalties,
applicable with recpect to the tax imposed
by ccction 14090 choll, Incofar as epplicable
and not inconclstent with the provisions of
this gubchapter [Sukchapter D of Chapter
9], be npplicable with yecpect to the tox under
this subchapter,

Section 3660 of the Internal Rerenue Cale—
Jeopardy Assessment

() If the Commicsioner balieves that the
collestion of any tax (other than income tax,
cstato tax, and gift tag) under any provision
of the infernal-revenue laws vill ke fzopard-
ized by delay, ke shall, waether or not the
time othervize preceribed by low for making
return and paying such tax hos expired, fm-
mediately acoezs ouch tax (together with air
interest ond penalties the assessmant of
which 15 provided for by 1aw). Such tox, pen-
altles, ang Interest chall thereupan becomsz
immediately due and payzble, and fmmedizte
notice and demand choll ke mods by the
collectar for the pagmeont thereof. TUpon
fallure cor refucal to pay such tax, panalty,
and interest, collection thereof by dlstraint
chall ko lawiul without regard to the pariod
dezeribed in sectlon 3639.

(b) The collecticn of the whole or any
part of the amount of cuch aczzcsment may
ba stayed by fillng with thz collector o bond
in such amocunt, nct excecdlng double the
cmount as to which the stay Is desired, and
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with such sureties, as the collector deems
necessary, conditioned upon the payment of
the amount collection of which is stayed, at
the time at which, but for this section, such
amount would be due.

§405.801 Jeopardy assessments.
Whenever, in the opinion of the collec~
tor, the collection of the tax will be
Jeopardized by delay, he should report the
case promptly to the Commissioner by
telegram or letter. The communication
should recite the full name and address
of the person involved, the tax-return
period or periods involved, the amount of
tax due for each period, the date any
return was filed by or for the taxpayer
for such period, a reference to any prior
assessment made for such period against
the taxpayer, and a statement as to the
reason for the recommendation, which
will enable the Commissioner to assess
the tax, together with all penalties and
interest due. Upon assessment such
tax, penalty, and interest shall become
immediately due and payable, where-
upon the collector will issue immediately
a notice and demand for payment of the
tax, penalty, and interest.

The collection of the whole or any part
of the amount of the jeopardy assess-
ment may be stayed by filing with the
collector a bond in such amount, not
exceeding double the amount with re-
spect to which the stay is desired, and
with such sureties as the collector
deems necessary. Such bond shall be
conditioned upon the payment of the
amount, collection of which is stayed, at
the time at which, but for the jeopardy
assessment, such amount would be due.
In lieu of surety or sureties the taxpayer
may deposit with the collector negotia-
ble bonds or notes of the United States,
or negotiable bonds or notes fully guar=
anteed by the United States, having a
par value-not less than the amount of
the bond required to be furnished, to-
gether with an agreement authorizing
the collector in case of default to collect

or sell such bonds or notes so deposited. .

Upon refusal to pay, or failure to pay
or give bond, the collector will proceed
immediately to collect the tax, penalty,
and interest by distraint without regard
to the period prescribed in section 3690.
Section 1420 (b) of the Internal Revenue

Code—Addition to Tax in Case of Delin=

quency .

If the tax is not pald when due, there shall
be added as part of the tax Interest (except
in the case of adjustments made in accord-

ance with the provisions of sections 1401 (c) .

and 1411) at the rate of 6 per centum per
annum from the date the tax became due
until paid. ! ¢

Section 3655 of the Internal Revenue Code—
Notice and Demand for Tax

(a) Delivery. Where it is not otherwise
provided, the collector shall in person or by
deputy, within ten days after receiving any
1ist of taxes from the Commissioner, give no-
tice to each person liable to pay any taxes
stated therein, to be left at his dwelling or
usual place of business, or to be sent by mail,
stating the amount of such taxes and de-
manding payment thereof.

(b) Addition to tax for nonpayment. If

such person does not pay the taxes, within
ten days after the service or the sending by
mall of such notice, it shall be the duty of

the collector or his deputy to collect the sald
taxes with a penalty of 5 per centum addi-
tional upon the amount of taxes, and in-
terest at the rate of 6 per centum per annum
from the date of such notice to the date of
payment * * *,
* * © s e

§ 405.802, Interest. If the tax is not
paid to the collector on or before the
date prescribed in § 405.601 and is not
adjusted under §405.701, interest ac-
crues at the rate of 6 percent per an-
num, subject to the minimum addition
to the tax provided by section 1626 (c).
See § 405.805.

§ 405.803 Addition to tax for failure
to pay an assessment after. notice and
demand. (a) If tax, penalty, or inter-
est is assessed @nd the entire amount
thereof is not paid within 10 days after
the date of issuance of notice and de-

.mand for paymenft thereof, based on

such assessment, there accrues under
section 3655 (except as provided in para-
graph (b) of this section) a penalty of
5 percent of the assessment remaining
unpaid at the expiration of such period.

() If, within 10 days after the date
of issuance of nofice and demand, a
claim for abatement of any amount of
the assessment is filed with the collector,
the 5 percent penalty does not attach
witld respect to such amount, If the
claim is rejected in whole or in part and
the amount rejected is not paid, the
collector shall issue notice and demand
for such amount. If payment is not
made within 10 days after the date the

collector issues the notice and demand, -

the 5 percent penalty attaches with re-
spect to the amount rejected. The fil-
ing of the claim does not stay the run-
ning of interest.

SECTION 3612 (d) AND (e) OF THE INTERNAL
REVENUE CODE

(d) Additions to taz—(1) Failure to file
return. In case of any fallure to make and
file g return or list within the time prescribed
by law, .or prescribed by the Commissioner
or the collector in pursuance of law, the Com-
missioner shall add to the tax 25 per centum
of its amount, except that when a return is
filed after such time and it is shown that the
fallure to file it was due to a reasonable
cause and not to willful neglect, no such

- addition shall be made to the tax: Provided,

That in the case of a fallure to make and
file a return required by law, within the time
prescribed by law or prescribed by the Com-
missioner in pursuance of law, if the last
date so prescribed for filing the return is after
August 30, 1935, then there shall be added
to the tax, in lieu of such 25 per centum:
5 per centum if the fallure Is for not more
than 30 days, with an additional 5 per centum

- for eacl additional 30 days or fraction thereof

during which fallure continues, not to ex-
ceed 25 per centum in the aggregate.

(2) Fraud. In case a false or fraudulent
return or list is wilifully made, the Commis-
sioner shall add to the tax 50 per centum of
its amount.

® - o » 2

(e) Collection of additions to tar. The
amount added to any tax under paragraphs
(1) and (2) of subsection (d) shall be col-
lected at the same time and in the same
manner and as & part of the tax unless
the tax has been pald before the discovery
of the neglect, falsity, or fraud, in which
case_the amount so added shall be collected
in the same manner as the tax.

~
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§ 405.804 Additions to tax for deline
quent or false returns—(a) Delinquent
returns. If o person fails to make and
file a return required by these regula-
tions within the prescribed time, 8 cer-
tain percent of the amount of the tax
is added to the tax unless the return is
later filed and failure to file the return
within' the prescribed time is shown to
be due to reasonable cause and not to
wilful neglect. The amount to be added
to the tax is 5 percent if the failure is for
nof more than 30 days, with an addi-
tional 5 percent for each additional 30
days or fraction thereof during which
failure continues, but not exceeding in
the'aggregate 25 percent of the tax, sub-
ject, however, to the minimum addition
to the tax provided by section 1626 (c),
See § 405.805. In computing the perlod
of delinquency all Sundays and holidays
after the due date are counted, Two
classes of delinquents are subject to this
addition to the tax:

(1) Those who do not file returns and
for whom returns are made by a collec~
tor, a deputy collector, or the Commis-
sioner; and

(2) Those who file tardy returns and
are unable to show reasonable cause for
the delay.

A person who files o tardy return and
wishes to avoid the addition to the tax
for delinquency must make an afirmative
showing of all facts alleged as a reason-
able cause for failure to file the return
on time in the form of g statement which
should be attached to the return as a
part thereof. .

() Falsereturns. If a false or fraud-
ulent return is willfully made, the addl-
tion to tax under section 3612 (d) (2) is
50 percent of the total tax due for the
entire period involved, including any tax
previously paid.

[SEC, 1626. PENALTIES—AS ADDED DY SEC. 8
(8), CURRENT TAX PAYMENT ACT OF 1943.]

(¢) Failure of employer to file return or
pay taz. In case of any fallure to mako and
file return or pay the tax required by this
subchapter, within the time prosoribed by
law or prescribed by the Commissioner in
pursuance of 1aw, unless 1t 1s shown that such
fallure is due to reasonable cause and not
due to willful neglect, the addition to the tax
shall not be less than 810,

§ 405.805 Minimum addition to ithe
tax. If an employer fails to file o refurn
or pay the tax required to be withheld
within the time prescribed in §§ 405.0601
and 405.602, unless if is shown that the
failure is due to reasonable cause and not
to willful neglect, the addition to the tax
shall not be less than $10. 'This provi-
sion is to be applied in accordance with
the following rules:

(a) In the cdse of failure to file & Re-
turn of Income Tax Withheld on Wages
(Form W-1) within the prescribed time,
the addition to the tax shall be com-
puted as provided by section 3612 (d) and
if less than $10 shall be increased to that
amount.

(b) In the case of fallure to pay the
tax when due, the addition to the tax
shall be computed as provided by section
1420 (b) and if less than $10 shall be
increased to that amount,
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{¢) In case of concurrent failure to file
the return and pay the tax within the
prescribed time, the ad valorem penalty
provided by section 3612 (d) and the in-
terest provided by section 1420 (b) shall
be aggregated and if less than $10 shall
be increased to that amount.

Rection 2707 of the Internal Revenue Code—
: Penalties

(a) Any person who wilifully fails to pay,
- collect, or truthfully account for and pay over
thetax " * * ¢ orwillullyattemptsinany
manner to evade or defeat any such tax or
the payment thereof, sheall, in addition to
other penalties”provided by law, be llable
to a penalty of the amount of the tax evaded,
or not paid, collected, or accounted for and
paid over, to be gssessed and collected In
the same manner as taxes are assessed and
collected. No penalty shaill be assessed under
this subsection for any cffense for which a
penalty may be assessed under authority of
section 3612.

(b) Any person required under this sub-

cHapter to pay any tax, or required by law °

or regulations made under authority thereof
to make a return, keep any records, or supply
any information, for the purposes of the
computation, assessment, or collection of any
tax imposed by this subchapter who willfully
fails to pay such tax, make such returns, keep
such records, or supply such information, at
the time or times required by law or regula-
tions, shall, in addition to other penaltles
provided by law; be guilty of a misdemeanor
and, upon conviction thereof, be fined not
more than $10,000, or imprisoned for not
more than one year, or both, together with
the costs of prosecution.

{¢) Any person required under this sub-
chapter to collect, account for and pay over
any tax imposed by this subchapter, who
willfully fails to collect or truthfully account
for and pay over such tax, and any person
who willfully attempts In any manner to
evade or defeat any tax imposed by this sub-
chapter or the payment thereof, shall, in ad-
dition to other penalties provided by law, be
gullty of a felony and, upon conviction
thereof, be fined not more than $10,000, or
imprisoned for not more than five years, or
both, together with the costs of prosecution.

(@) The term “person” as used in this
section includes an officer or employee of &
corporation, or & member or employee of &
partnership, who as such officer, employee, or
member is under a duty to perform the act
in respect of which the violation occurs.

Section 3616 of the Internal Revenue Code—
Penalties

Whenever any person:

(8) False returns. Delivers or discloses to
the collector-or deputy any false or fraudu-
lent list, return, account, or statement, with
intent to defeat or evade the valuation, enu-
meration, or assessment intended to be made;
or,

(b) Neglect to obey summors, Belng duly
summoned_ 1o appear to testify, or to appear
and produce books as required under section
8615, neglects to appear or to produce sald
hooks— o

he shall be fined pot exceeding $1,000, or
be imprisoned not exceeding one year, or
both, at the discretion of the court, with
costs of prosecution.

% & L3 < @

Sec. 1627. OTHER LAWS APFLICABLE [AS ADDED
BY SEC. 2 (), CURRENT TAX PAYLIENT ACT OF
1943].

All provisions of law, Including penalties,
applicable with respect to the tax imposed
by sectlon 1400 shall, insofar as applicable
and not inconsistent with the provisions of
this subchapter [Subchapter D of Chapter 9]
be applicable with respect to the tax under
this subchapter.

No.243—4

Section 1429 of the Internal Revenue Code—
Rules and Rcgulations

¢ *, * The Commissioner, with the ap-
proval of the Secretary, ehall make and pub-
lish rules and rcgulations for the enforce-
ment of this subchapter.

Section 3751 of the Internal Reronue Code—
Rules and Regulations

(a) Authorization— (1) In general.
¢ o ¢ the Commibsioner, with the ap-
proval of the Eecrctary, chall preseribe and
publish all needful rules and rcgulations for
the enforcement of this title [Internal Rev-
enue Code].

(2) In case of change in law. The Com-
missioner moy make all cuch regulations, not
otherwise provided for, o5 moy have become
necessary by reason of any alteration of law
in relation to internal revenue.

(b) Retroactive of regulations or rul-
ings. The Secretary, or the Commirsloner
with the approval of the Excretary, may pre-
scribe the extent, it any, to which any rul-
ing, regulatior?, or Treasury Declslon, relating
to the internal revenue laws, ehall be ap-
pled without retroactive effect.

§ 405.8068 Promulgation of regula-
tions. In pursuance of the Internal Rev-
enue Code and other internal revenue
laws, the foregoing regulations are
hereby prescribed. Regulations 115, as
amended, are hereby superseded with re-
:slpegg 5to wages paid on or after January

, 1945,

[seAL] Josepr D. Nomarw, Jr.,
Commlissioner of Internal Revenue,

Approved: December 9, 1944.

Joseer J. O'CornieLy, Jr.,
Acting Secretary of the Treasury.

[F. R. Doc. 44-18822; Filed, Deo. 12, 1044;
11:41 a, m.)

TITLE 30—MINERAL RESOURCES

Chapter VI—Solid Fuels Administration
for War

ParT 602—GENERAL ORDERS AlID DIRECTIVES

DIRECIION TO ALL PERSONS EHIPPINIG COAL
PRODUCED II¥ DISTRICT 11

Because the production of coal in Dis-
trict 11 during December may not ba
sufficient to meet all commitments made
by shippers of such coal, 1t is necessary,
pursuant to SFAW Regulation No. 1
(§ 602.1), to issue the following diréction:

Any shipper of coal produced in District
11, who is unable to meet in full his Deceme-
ber 1844 commitments for such coal I hereby
directed to reducg, on o pro rata basls, to the

- extenf nececsary to meet his Decembor 1044

commitments to Industrial consumers having
less than 80 days’ supply and to retall deale
ers, his chipments durlng the balance of
December to thezs industrisl consumers who
have more than 120 degs’ supply. Hotwever,
in no event shall chipments to any cuch
Industrial consumer having more than 120
days' supply be reduced to an amount which
15 helow €0 percent of the shipper's commit-
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ond to retall dealers, his chipments during
the balance of Decamber to industrial cone
sumers having 80 to 120 days® supply. How-
over, in no event shall snipments to any sucx
industrial consumer having €0 fo 120 days’
supply bo reduced to an amount which is
below €0 per cent of the ehipper’s commite
ment for December 1844 dellvery to such
consumer,

If the tonnoge made available by such
reductions 15 insuficlent to fulfill all Decems-
ber 1944 commitments to industrial con-
cumers having less than 80 days® supply and
to retall dealers, shippers shall, in co far as
practicable, prorate the gavailable tonnage
among such purchacers, but in no event ghall
this result In o chippor supplying to any such
industrial consumer more than 100 per cent
of his Dccember consumption requirements.

This direction shall become effective
imm1 ediately and shall expire Dacember
31, 1944.

(E.O. 9332, 8 F'R. 5355; E.O. 9125, T FR.

2719; Sec. 2 (a), 54 Stat. 676, as amended
by 55 Stat. 236 and 55 Stat. 176)

Issued this 12th day of December 1944,

C. J. PorTer,
Deputy Solid Fuels Administrator
for War.

[F. B. Dac. 44-18257; Filed, Dzc. 13, 121%;
8:55a.m.]

TITLE 32—NATIONAL DEFENSE
Chapter IX—War Production Board

Avurronrry: Regulations in this chopter,
unlezs otherwize noted at the end of dacu-
mentc affected, I-oued under see. 2 (a), §4
8tat. 676, s amended by 55 Stat. 236 and 55
Stat. 177; E.O. 8024, 7 P.R. 323; EO. 2040, 7
PR. 527; .0, 9125, 7T P.R. 2719; WWPB.Rez. 1
a5 amended Deg. 31, 1943, 9 PRE. €4.

Part 1010—SUSPENSION ORDERS
[Suspension Order S-€62]
L I. Grice

I I. Grizg, of 207 North 8th Street,
Pasco, Washington, is engaged In the
business of general contracting and cone
struction. In November, 1943, he began
construction of, and thereafter coms,
pleted & warehouse with & productive
floor area less than 10,000 square feet for
his own account in block 22, Gerry's Ad«
dition, Pasco, Washington, at an esti«
mated cost of $2000, without authoriza-
tion of the War Production Board and in
violation of Conservation Order I.41;
this violation was the result of gross nez-
lgence. In January of 1944, he entered
into & contract for the construction of a
theatre building in Pasco, Washington,
which was authorized by the War Pro-
duction Board, but only used lumber, and
no new lumber, nor reinforcing steel
bars were authorized fo be incorporated
in such construction; however, he pur-
chased in his own name new lumber, &
large part of which was restricted Doug-
Ias fir and recelved reinforcing steel bars

ment for December 1844 dellvery to cuch® -and incorporated them in such construc-

consumer,

If, after arranging to xcduca his thip-
ments as above directcd, any chipper of
District 11 coal still vill not have cufilclent
coal to meet his December 1844 commitments,
such shipper shall then ycducs, on & pro
rato basis, to the extent nceccoary to meet
his December 1844 commitments to industrial
gonsumers having Jc73 than 80 dayz® supply

tion, In grozsly mnegzlizent violation of
Conservation Order I-41. In January of
1944, respondent placed a purchass order
for 8650 pounds of reinforcing stecl barg
for use in the construction of an office
and store building, and uszd a preference
rating of AA-3 and an allofment symbo}
which had been assigned to & defense

-





