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Regulations

TITLE 7-AGRICULTURE

Chapter XI-War Food Administration
(Distribution Orders)

IV7O, 94, Termination]

PART 1460-FATs AND OIns

TERU=nATION OF RESTRICTIONS ON TRANS-
FER OF DOMIESTIC FLAXSEED

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

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 sdid 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.
(EO. 9280, 7 F.R. 10179; E.O. 9322, 8
F.R. 3807; E.O. 9334, 8 FR. 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; rFled, Dec. 12, 1944;
12:08 p. m.]

TITLE 8-ALIENS AND NATIONALITY
Chapter I-Office of Allen Property

Custodian
[Gen.-Order 31, Amdt.]

PART 503-GEERAL ORDERS
DELECATION OF AUTHORITY

Prohibition of transactions and ap-
pointment of agents and delegates with
po;wer to make and to revoke authoriza-
tions and to designate supervisors.

Under the authority of the Trading
,*ith the Enemy Act, as amended, and
Executive 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, 1944, and published in the FPanir,
REGI aER on July 12, 1944, (9 P.R. 7739),
in the following manner, and not other-
wise:

By. striking therefrom the words
"Homer .Jones, as Chief 01 the Division
of Investigation and Research" and in-
serting in lieu thereof the words ' Frltz
Machlup, as Acting Chief of the Division
of Investigation and Research" and by
striking therefrom the words 'V. D.
Bradford, as Chief of the Non-Enemy
Enterprise Section, Division of Buslness
Operations and Liquidation", and insert-
ing in lieu thereof the words "Wf. D.
Bradford, as Assistant to the Allen Prop-
erty Custodian."

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

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

[SEAL] JAIES E. LAnmL=,
Alien, Property Custodian.

[F. R. Doc. 44-18873; F1lcd, Dec. 13, 1944;
11:13 a. m.]

TITLE 26-INTERNAL REVENUE
Chapter I-Bureau of Internal Revenue

Subchapter D-Employment Taxe

[RgulatIons 116]

PART 405-CoLLEc~iozz oF IzCO=U TAX AT
SouRCa ONl OR AFTE JAuNARY 1, 1945

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

S-BPArr A-n-oaucroaY rZovrao::s
Sec.
405.0 Scope of regulations.
A05.1 Wages paid on or after January 1,

1945.
(Continued on next page)
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NOTICE
The Cumulative Supplement to

the Code of Federal Regulations,
covering the period from June 2,
1938, through June 1, 1943, may be
obtained from the Superintendent
of Documents, Government Printing
Office, at $3.00 per unit. The follow-
ing are now available:

Book 1: Titles 1-3 (Presidential doc-
uments) with tables and index.

Book 2: Titles 4-9, with index.
Book 3: Titles 10-17, with index,
Book 4: Titles 18-25, with index.
Book 5, Part 1: Title 26, Parts 2-178.
Book 5, Part 2: Title 26, completed;

Title 27; with index.
Book 6: Titles 28-32, with index.
Book 7: Titles 33-45, with index.
Book 8: Title 46, with index.
Book 9: Titles 47-50, with index.
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Wages paid on behalf of two or more
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SUBPART D-LIADUITY Fon TAX

405.301 Liability for tax.
SUSPART E--CRDIr FOR TAR WVITHHIELD

405.401 Nondeductibility of tax and credit
for tax withhold.

SUBPART r-REcIPTS

405.501 Receipts for tax withheld at source
on wages.

SUBPART G--RZrUXS AND PAYMENT OF TAX

405.601 Return and payment of income tax
withheld on wages.

405.602 Final returns.
405.603 Use of prescribed forms.
405.604 Penalties for false returns.
405.605 Use of Government depositaries in

connection with payment of taxes,

SU3PART H-ADJUSTTLNTS AND REFUNDS

405.701 Quarterly adjustments,
405.702 Refunds or credits.

SUBPART I-ISTILANEOUS PROVISIONS

405.801 Jeopardy assessments.
405.802 Interest.
405.803 Addition to tax for failure to pay an

assessment after notice and de-
mand.

405.804 Additions to tax for delinquent or
false returns.

405.805 Minimum addition to the tax.
405.806 Promulgation of regulations.

Pertinent Enacting Provisions of tho
Internal Revenue Code

[Act February 10, 1939, 53 Stat., Part 1]
AN ACT

To consolidate and codify the internal rev-
enue laws 9f the United States

Be it enacted by tihe Senate and House of
Representatives of the United States of
America in Congress assembled, That the
laws of the United States hereinafter codified
and set forth as a part of this act under the
heading "Internal Revenue Title" are herbby
enacted Into law.

Sec. 2. CrATIoN. This act and the internal
revenue title incorporated herein shall bo
known as the Internal Revenue Code and
may be cited as "I. R. C.".

SEC. 6. ARRANGFEMENT, CLAsSIFICATION, AND
cnoss nErEENcEs. The arrangement and
classification of the several provisions of the
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Internal Revenue Title have been made for
the purpose of a more convenient and orderly
arrangement 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 provisfon 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.

SUBPART A-INTRODUCTORY PROVISIONS

§ 405.0 Scope of regulations. The
regulations in this part deal withrthe
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 Chapter 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, egch section of the regula-
tions bears a number commencing with
405 and a decimal point. References to
sections not preceded by "405." are ref-
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.

Ss*. 21. EF'zsrvs DAMfl. (nsvmUAL N-
COMnE TAX ACT OF 1944, PART Mr)

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

§ 405.1 Wages paid on or alter 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 paid
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 tnay be drawn upon by him at
any time although not then actually re-
duced to possession. To constitute pay-
ment in suich 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 -DEFIITIONS

SuBenAPrm D-Com-UroN or INcosn TAX AT
SOURCE ON WAGES

Szc. 1621. DsnnumoNs [As ADDED r sac. a
(a), CURRENT TAX PAT1,ENT ACT OF 1943].

As used In this subchapter [Subehapter D
of Chapter 9]-

(a) .Wages. The term "wages"-neans all
remuneration (other than fees paid fo a

public ofilclal) for servlces performed by an
employee for his employer, Including the cash
value of all remuneration paid in any me-
dium other than cath; eccpt that such term
shall not include remuneration paid-

(1) for services performed as a member of
the military or naval forcc of the United
States, other than pensions and retired pay
Includible in gross income under Chapter
1, or

(2) for egricultural labor (as defined in
section 1426 (h)), or

(3) for domestic rervico In a private home,
local college club, or local chapter of a col-
lege fraternity or srorlty, or

(4) for casual labor not In the coure of
the employer's trade or bu -inez3, or

(5) for services by a citizen or rcsIdent of
the United States for a forelgu government
or for the government of the Commonwealth
of the Philippines, or

(6) for services performed by 'a nonresi-
dent allen Individual, other than a reIdent
of a contiguous country who entera and leaves
the United States at frequent Intervals, or

(7) for such cervices, performed by a non-
resident alien Individual who is a rcldent of
a contiguous country and who entera and
leaves the United States at frequent Inter-
vals, as may be designated by regulatlons,
prescribed by the Commissioner vith the ap-
proval of the Secretary, or

(8) for services for an employer performed
by a citizen or resident of the United State3
wffile outside the United States (as detIned
in section 3797 (a) (9) if the major part
of the services for such employer during the
calendar year Is to be performed outide the
United States, or

-(9) for services performed as a minister
of the gospel.

For the purpose .of parngrph (8) rerviccs
performed on or in connection with an
American ve=sel (as defined in cectIon 1420
(g)) under a contract of service which Is
entefed into within the United States or dur-
Ing the performance of which the vsl
touches at a port In the United States, or on
or in connection with any vcecl as an em-
ployee of the United States employed through
the War Shipping Administration, shall not
constitute services performed outside the
United States.

Section 1426 (g) and (h) of the Internal
Rerenue Code

(g) American vessel. The term "American
vessel" means any ve=el documented or num-
bered znder the laws of the United States;
and incluldes any vcel which Is neither dcc-
umented or numbered under the laws of the
United States nor dccumented under the laws
-of any foreign country, If its crew Is employed
solely by one or more citizens or residents of
the United States or corporations organizcd
under the laws of the United States or of
any State.

(h) Agricultural labor. The term "agrl-
cultural labor" Includes all services per-
formed-

(1) On a farm, in the employ of any per-
Eon, n connection with cultivating the soll,
or in connection with ralsing or harvesting
any agricultural or horticultural commodity,
including the raising, shearing, feeding, car-
ing for, training, and management of live-
stock, bees, poultry, and fur-bearing animals
and wildlife.

(2) In the employ of the owner or tenant
or other operator of a farm, in connection
with the operation, management, concerva-
tion, Improvement, or maintenance of such
farm and its toola and equipment, or in sal-
vaging timber or clearing land of brush and
other debris left by a hurricane, if the major
part of such service is performed on a farm.

(3) In connection with the production or
harvesting of maple sirup or maple sugar or
any commodity defined as an cgrlciitural
commodity In section lG (g) of the Asricul-

tural iarketing Act, - amended, or in con-
nection with the raifng or harvesting of
mu.hrooms, or in connection with the hatch-
Ing of poultry, or in connection wirth the
ginning of cotton, or in connectlon with ths
operation or maintenance of ditches, canals,
reservoira, or rvptearcys us2d exclusvely for
supplying and ctoring water for farming
purpz:se.

(4) In handlin., planting, drying, pack-
Ing. packaging. proceslng frcezlz, gmading,
atorln,, or delivering to Storage or to market
or to a carrier for transportation to market,
any ngricultural or horticultural commcdilty;
but only If such srv-ice is perfosmed as an in-
cident to ordinary farming operations or, in
the caca of frult and vegetables, zs an inci-
dent to the prepration of such fruits or
vcgetable for market. The provisions of
this paragraph shall not be deemed to be
applicable with respect to service performed
in connection with commercial canning or
commercial freezing or in connection with
any agricultural or horticultural commodity
after its dlvery to a terminal market for
dLtributlon for conaumption.
As uced in this subscion, the term "farm"

includes st--, dairy, poultry, fruit, fur-bear-
ing animal, and truck farms, plantations,
ranches, nurceri-e, ranges, greenhouase or
other rilar tructures used primarily for
the raising of agricultural or harticulttral
commodities, and orchards.

Section 15 (g) of the Agrlcultura Marketing
Act, ca Amended

As ucsd in this Act, the term "agricultural
commodity" includes * * crude gum
(oleoresin) from a living tree, and the fol-
lowi.nlg products as prccez:ed by the original
prcducer of the crude gum (oleoresin) from
which derived: Gum spirits of turpentine
and gum rosin, as defined in the Naval
Stores Act, approved M.arch 3, 1923.

Section 2 (c) and (h) of the Naral Stores Act

(c) "Gum spirit of turpentine" means
spirits of turpentine made from gum (oleo-
rctn) from a living tree.

(h) "Gum rosin" means resin remaining
after the dL-tillatlon of gum spirits of
turpentine.

Scetfon 3797 (a) of the rternal Revenue
Cade

(a) When used in this title (Internal Rev-
enue Code] 0 0 0

(9) United States. The term "United
StateG" w hen used in a gecgraphlcal senae in-
ludc only the States, the Territories of

Alaska and Hawaii, and the District of
Columbia.

(1G) Military or Naral Forces of the
United States. 'Mhe term "military or naval
forces of the United States" includes the
?lerlno Corp, the Co-t Guard, the Army
Niurca Corps, Female, the Women's Army
AuJliary Corpz, the Navy Nurze Corps, Fe-
male, and the Women's Reserve branch of
the Naval Reserve.

o 0 0 0 0

§ 405.101 Wages-(a) In g e n e r a l.
The term 1'ages" means all remunera-
tion for Eervices performed by an em-
ployee for his employer unless specifically
excepted under section 1621 (a) or sec-
tion 1622 (g). See §§ 405.102' and
405.204,

The name by which the remuneration
for servIces is designated is immaterial
Thus, salaries, fees, bonuses, commis-
slons on sales or on Insurance premiums,
pensions, and retired pay are rages
within 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-
amrpe, 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 transfeis to
its employees its own stock as remunera-
tion for services rendered by the em-
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 foi~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 eniployee 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
receive 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.

(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 contributions 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 a non-
resident alien individual no withholdinj 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.

(c) 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 both wages and
expense allowances are combined in a
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 absence 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 sucti payments.

(f) Deductions by employer from
wages of employee. The amount of any
tax which Is required by law to be de-
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 at the
time the deduction is made. Other
amounts deducted from the wages of an
employee by an employer also constitute
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 thereof 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 em-
ployee's tax, or employee's contributions
under a State law. 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 sections
1400 and 1500.

(h) Remuneration for services as em-
ployee of nonresident alien individual or
foreign entity. The term "wages" in-
cludes remuneration for services per-
formed by a citizen or resident of the
United States as an employee of a non-
residet allen individual, foreign part-
nership, or foreign corporation whether
or not such alien Individual or foreign
entity is engaged in trade or business
within the United States. Any person
paying wages on behalf of a nonresident
alien individual, foreign partnership, or
foreign corporation, not engaged In trade
or business within the United States, Is
subject to all the provisions of law and
regulations itpplicable with respect to an
employer. See § 405.105.

§ 405.102 Exclusions f r o m wages-
(a) Fees paid to a public official. Au-
thorized fees paid to public officials such
as notaries public, clerks of courts, sher-
iffs, etc., for services rendered in the
performanpe of their official duties are
excepted from the definition of the term
"wages" and hence are not subject to
withholding. However, salaries paid
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-
ices performed as a member of the mili-
tary or naval forces of the United States
is excepted from the definition of the
term "wages." Pensions 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, Yen- -le, 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 Marine Corps
Women's Reserve. 1,

(c) Remuneration Paid for agricul-
tural labor-l) In general. The term
"wages" does not include remuneration
for services which constitute agricul-
tural labor as defined in section 1426 (h).
The term "agricultural labor" as so de-
fined includes services of a character
described in subparagraphs (2), (3), (4),
and (5) 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;
(i) The raising, shearing, feeding,

caring for, training, or management of
livestock, bees, poultry, fur-bearing ani-
mals, or' 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
(h) (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

(iD 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
other 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 section 1426
(h) (3). Remuneration paid for zerv-
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:

(I) The ginning of cotton;
(ii) The hatching of poultry:
(Ill) 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
into 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 living tree
or the processing of such crude gum into
gum spirits of turpentine and gum rosin,
provided such processing Is carried on
by the original producer of such crude
gum.

(5) Services described in section 1426
(h) (4). (1) 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 carrier for transportation
to market, of any agricultural or horti-
cultural commodity, 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 farming 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 storage or to
market or to a carrier for transpotation
-to 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!'
- (ii) Remuneration paid for services

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 a carrier for

transportation to market, of fruits and
vegetables, whether or not of a rk:shable
nature, Is excepted as remune.ration for
agrlcultural labor, Proridid, Such serv-
Ices are performed as an incident to the
preparation of such fruits and vegetables
for market. For example, if services in
sorting, grading, or storing of fruits, or
In the cleaning of beans, are performed
as an incident to their preparation for
market, remuneration paid for suzh serv-
Ices may be excepted whether the serv-
lcas are performed in the employ of a
farmer, a farmers' cooperative, or a com-
mercil handler of such commodities.

(ill) The services described in subdi-
visions (ID and (if), above, do not include
cervices performed in connectlon with
commercial canning or commercial
freezing, or in connection with any com-
modity after Its delivery to a terminal
market for distribution for consumption.
Moreover. since the sarvices described in
such subdivisions must be rendered in the
actual handling, planting, drying, pack-
ing, packagifig, processing, freezing,
grading, storing, or delivering to storage
or to market or to a carrier for transpor-
tation to market, of the commodity, such
services do not, for example, include serv-
Ices performed as stenographers, book-
keepers, clerks, and other office em-
ployees, even though such services may
be in 'connection with such activities.
However, to the extent that the services
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 be
within the provisions of subparagraph
(30 of this paragraph.

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

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

A local college club or local chapter of
a college fraternity or sorority does not
Include an alumni club or chapter.

If the home is utilized primarily for the
purpose of supplying board or lodging to
the public as a business enterprise, 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 college
club or local chapter of a college frater-
nity or sorority is used primarily for such
purpose, the remuneration paid for serv-
Ices performed therein is not within the
exception.

In general, services of a household na-
ture in or about a private home Include
services r ndered by cooks, maids, but-
lers, valets, laundreses, furnacemen,
gardeners, footmen, grooms, and chauf-
feurs of automobiles for family se. In
general, services of a household nature
in or about the club rooms or house of
a local college club or local chapter of a
college fraternity or sorcrity include serv-
Ices rendered' by cco.'--s, maids, 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 labor
which is occasional, incidental, or irregu-
lar, and does not promote or advance
the employer's trade or business, is ex-
cepted.

Example. 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
paid 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.

Example (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 busi-
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 not
only remuneration paid for services 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
Philiplpnes, 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 laws 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 serv-
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 (Car-
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 Canacla 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 United
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 3itizen of the United States, and
that he is a resident of the named con-
tiguxous country and the approximate
period of time during which he has oc-
cupied such status. Such dertificate shall
contain, or be verified by, a written dec-
laration that it is made under the pen-
alties of perjury. Although the form Is
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 not constitute wages and
hence is not subject to withholding if the
major part of the services performed by

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 Hawaii, and the
District of Columbia.

The excbption relates only to the re-
muneration paid for the services per-
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 Is 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 Ptates
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 flerformed
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 with-
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 cir-
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 such
employee outside the United States.

Example (1). A has been regularly em-
ployed by B, and is sent abroad under such
conditions that it is not possible to know
when he will return: (a) If A goes abroad
on January 1, no tax is required to be with-
held on compensation paid to A for services
performed abroad, but on the compensation
paid for services performed after his return
to the United States tax should be with-
held; (b) if A goes abroad on Juno, 20, the
same rules are applicable, and therefore no
tax is required to be withheld On the com-
pensation for services performed abroad but
on compensation for services performed after
his return to the United States tax should be
withheld (c) if A goes abroad on August
1, tax should be withheld on the compensa-
tion paid A for all services performed during
the calendar year, since under no elroum-
stances could the major part of the services
performed during such year be performed out-
side the United States.
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Example (2). A begins his employment
With B on July 1, and on September I is sent
abroad under the circumstances descrlbed in
example (1). No tax is required to he with-
held on the compensation paid A for the
services performed abroad.

Example (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 vell as on compensation
paid for services performed within the United
States for the reasons set forth in example
(1) (c).

For the purposes 6f 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 regulations in
this part unless the employee performing
such services is a nonresident alien.

The word "vessel" includes every de-
scription of watercraft, 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
uJnited States. It also includes any ves-
sel which is neither documented or num-
bered-under 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
a 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
aru ordinarily the duties of a minister of
the gospel. The duties of a minister of
the gospel include the ministration of
sacerdotal functions and conduct of re-
ligious worship, and the control, conduct,
and maintenance of religious organiza-
tions (including the religious boards, so-
cieties, and other integral agencies of
such organizations), under the author-
ity of a religious body constituting a
church or church denomination.

[Sm. 1621. DI xfixos-AS ADm By EM.
2 (a), cMR=,aT TAX PA==AET Aor OF 1943.]

[As used in this subchapter (subehapter D
of chapter 9)-]

(b) Payroll period. The term "payroll pe-
riod" means a period for vhich a payment of
wages is ordinarily made to the employee by
his employer, and the term "miscellaneous
payroll period" means a payroll period other
than a daily, weekly, biweekly, semimonthly,
monthly, quarterly, semiannual, or annual
payroll period.

§ 405.103 Payroll pertod. The term
"payroll period" means the period of
service for which a payment of wages is
ordinarily made to an employee by is
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 week at the end of the
week, but If for some reason the employee
in a given week receives a payment 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 receives
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 re. ekly
wage payments.

For the purpose of section 1622, an em-
ployee can have but one payroll period
with respect to wages paid by any one
employer. Thus, if an employee is paid
a regular wage for a weekly payroll pe-
riod and in addition thereto is paid sup-"
plemental wages (for example, bonuses)
determined with respect to a diLfeient
period, the payroll period is the weekly
payroll period. For computation of tax
on supplemental wage payments see
§ 405.209.

The term "miscellaneous payroll pe-
ricd" means a payroll period other than
a daily, weekly, biweekly, semimonthly,
monthly, quarterly, semiannual, or an-
nual payroll period.

[SEc. 121. D=rM vOs-- s An= ny c.
2 (a). cuR=RT TAX PAYT ACr O 10413.1

[As used In this subchapter (Subchapter
D of Chapter 9)-
(c) Employee. The tern- "employee" in-

cludes an officer, employee, or elected ofllclal
of the United States, a State, Territary, or
any political subdivision thereof, or the Dis-
trict of Columbia, or any agency or Inatru-
mentality of any one or more of the fore-
going. The term "employee" ako includes
an officer of a corporation.

§ 405.104 Employee. 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 but 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 is suffclent if ho

has the right to do so. The right to dis-
charge is also an important factor indi-
cating that the person posza--sng that
right is an employer. Other factors
characteristic of an employer, but not
neces-sarily present in every case, are the
furnishlng 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 accomplished by the work and not
as to the means and methods for accon-
plishing the result, he is not an em-
ployee.

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

Whether the relationship of employer
and employee exists will in doubtful cases
be determined upon an examination of
the particular facts of each case.

If the relationship of employer and
employee exists, the designation or de-
scription 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-
Ignated as a partner, coadventurer,
agent, or independent contractor.

The measurement, method, or designa-
tion of compensation is aso immaterial,
f the relationship of employer and em-

ployee in fact exists.
No distinction is made between classes

or grades of employeas. Thus superin-
tendents, managers, and other supe-
rior employees are employees. An officer
of a corporation is an employee of the
corporation but a director as such is not.
If, however, a director performs services
for the corporation other than those re-
quired by attendance at and participa-
tion n meetings of the board of direc-
tors, he may or macy not be an employee
of the corporation. Whether 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 anLem-
ployee under the statute, his services may
be of such a nature, or performed under
such circumstances, that the remunera-
tion paid for such services does not con-
stitute wages within the meaning of sc-
tion 1621 (a).

[E=x. 1621. D- -Toz--s ALO Y 55.

2 (a), cuur Ax ramn-=-rr c7 29-a104
(As uscd in this 1ubzhepter (Subchl-pter D

of Chepler 9)-l
(d) Employer. The term "Employer"

mcans the pron for whom an Individual
performs or performed any eservice, of.what-
ever nature, as the employce of suah per-
con, except that-

(1) If the person for whom the Individ-
al performs or performcd the erviccs does

not have control of the payment of the wages
for such er.vices, the term "employer" (except
for the purpses of subsectlon (a)) means
the p rsn having control of the payment of
ruch vmges; and

(2) In the case of a parson paying wages
on behalf of a nonresident alien Individual,
forel-na prtnermhp, or foreign corporatIon,
not eng egd in trade or bu.inezs wthinthe
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United States, the term "employer" (except
for the purposes of subsection (a)) means
such person.

§ 405.105 Employer. The term "em-
ployer" means any person for whom an
individual performs or performed any
sefvice, 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 control. For exaimhple,
where wages, such as certain 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
behalf 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 a 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 other 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-

strumentalitles, and political subdi-
visions.

[SEC. 1621. rLEFINTrIONS-AS ADDED BY SM.
2 (a), CURRENT TAX PAYMENT ACT O 1943, AND
AMENDED BY SEC. 22 (a). rNDivIuAL INcoMiE
TAX ACT O' 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 a 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 (c)
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
withholdihg 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 § 405.205.
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, estate, partnership, company, or
corporation.

(2) Partnership * * *. The term
"partnership" includes a syndicate, group,
pool, joint venture, or other unincorporated
organization, through or by means of which
any business, financial 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. ihe term "corporation"
includes associations, Joint-stock companies,
and insurance companies. '

(4) Domestic. The term "domestic" when
applied to a 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.

(5) Foreign. The term "foreign" when
applied to a corporation or partnership
means a corporation or partnership which is
not domestic.

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

(9) United States. The term "United
States" when used in a geographical sense in-
cludes only the States, the Territories of
Alaska and Hawaii, and the District of
Columbia.

(10) State. The word "State" shall be
construed to include the Territories and the
District of Columbia, where such construc-
,tion is necessary to carry out provisions of
this title.

(11) Secretary. The term "Secretary"
means the Secretary of the Treasury.

(12) Commissioner. The term "Commis-
stoner" means the Commissioner of Internal
Revenue.

(13) Collector. The term "collector"
means collector of Internal revenue.

(14) Taxpayer. The term "taxpayer"
means any person subject to a tax Imposed
by this title.

(b) Includes and including. The terms
"includes" and "Including" when used In a
definition contained In this title shall not be
deemed to exclude other things otherwise
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, 1930 (53 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, a trust or es-
tate, a Joint-stock company, an associa-
tion, or a synditate, group, pool, joint
venture or other unincorporated organi-
zation or group, through or by means of
which any business, financial operation,
or venture is carried on. It includes a
guardian, committee, trustee, executor,
administrator, trustee in bankruptcy, re-
ceiver, assignee for the benefit of credi-
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 coLLEcTrD AT sounon
[AS ADDED BY SEC. 2 (a), CURRENT TAX rAYMENT
ACT OF 1043, AND AMENDED BY SEC. 22, INDIVID-
VAL INCOME TAX O' 10441.

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

(1) 2.7 per centum of the amount by which
the wages exceed the amount of one with-
holding exemption, the amount of such ex-
emption for varioub payroll periods being
shown In the table in subsection (b) (1)
of this section;

(2) 18 per centum of whichever of the ol-
lowing is the lesser:

(A) The amount by which the wages ex-
ceed the number of withholding exemptions
claimed, multiplied by the amount of one
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 subsction (b) (1); plus

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

(b) (1) The table referred to in subsection
(a) is as follows:
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I THE PAYROLL PERIOD WITH RESPECT TO AN EMPLOYEE IS A DAILY PAYROLL PERIOD OR A MISCELLANTEOUS PAYROLL
PERIOD

And the wages divided by And the number of withholding exemptions claimed is-
the number of days in.

such period are- 0 o 0o

The amount of tax to be withheld shall be the following amount multiplied byAt least But less than the number of days in such period

00-----------
$1.O ...........
$1.75 ...........
$2.00 ...........'2.25 -----------
$2.50 ....
P2.75 ...........$3.00 ...
$3.25 ...

$3.75 ...

$1.25 ....
$4.10.... ..
$4.75 ....

$5.25 ...
$5.50.... ..
$5.75 ...
$0.00 ....
$0.25 ....

$0.75 ....
$7.00 ...
$7.23 .....
S7.50 ....
$7.75 ....

$8.75 ....
$9.00 ....
$9.25 ....
$9.50 ....
$9.75 ....
$10.00......
$10.0 ......
$11.00......
$11.60......
$12.00......
$12.G0 ......
$13.00......
$13.50 .....
$14.00......
$14.50 .....
$15.00......
$15.0 ......
$16.00......
$16.0.O.....
$17.00......
$ 17.5o......
$18.00......
$18.50......
$10.00......

$20.00......

$22.00......
$23.00......
$24.00......
$25.00......
$20.00......
$27.00......
$23.00......
$20.00-....

$1.50, ----------

$1.75 .......
$2.00 ........
$2.25 .......

$2.75 .-----$5.00....
$3.25 ..........
$3.50 ----------'Z3.75. _ .. . .
,4.00 ----------
$4.25 ..........
$4.50 .
$4.75 .
$5.00 ..........
S5.25 ..........
$5.10.----
,5.75 ----------
$0.00 --------
$6.25 -.........
$6.50 ..........
$6.75 ........
$7.00 .......
$7.25 .......
$7.50 ----------
$7.75 .---$4.00...
$8.25 ----------
$3.50 ----------
$8.75 .......19.00.
$9.25 ----------
$ 9.50 .-----
$9.75.$I0.C0 -----..
$11.0 ......
$11.60.

$12.00.__.
$12.50 ------
$13.00 .........
$13.50 .......
$14.00 .
$14.50 .......
$15.00 .---$15.10 .
$16.00 .$16.50 ....
$17.0 ..
$17.50.....
$18.00 .$18.S0 ....

10.00 ......$10.5,0.....
$20.00 -----..
$21.00 .--..
$22.00 .......
$23.00 -----....$24.00.....
$2.5.00 ....
$20.00 ....
$27.00 .
I8.00.
$30.00 .......

$30.00 and over ................

C

f16%erk
wages 10~

$30 0
.15 .05
.40 .10
45 .20

.50 .25

.55 .30

.GO .35

. C5 .40

.70 .45

.75 .50

.80 .55

.85 .60

.00 .65
.05 .70

LO .75
1.01 .0
1.10 .5
1.20 .0
1.25 .95
1.10 1.00
1.15 1.05
1.40 1.10
1.45 L.15
1.50 1.20
1.55 1.25
1.60 1.10
1.70 1.40
1.75 1.45
1.80 1.50
1.85 1.55
1.50 1.60
1.95 1.65
2.00 1.70
2.05 1.75
2.15 1.85
2.25 1.05
2.40 2.10
2.50 2.20
2.60 2.10
2.70O 2.40
2.85 2.55
2.95 2.05
3.05 2.75
3.15 2.85
1.10 3.00
3.40 -3.10
3.50 1.20
0.60o 3.10
3.75 3.45
3.85 8.55-
3.95 3.05
4.05 3.75
4.20 3.00
4.30 4.00
4.45 4.15
4.70 4.40
4.90 4.60O
5.15 4.85
5.35 5.05
5.00o 5.30
5.50 5.50
0.05 5.75
0.25 5.95
0.50 0.20

^0 I so $0
0
0
0
0

05
o05
.05
.05
.05
.05
.05
.10
.10
.10
.10
o10
.10
o10
.10
.15
.15
.15
.15
o15
.15
.15
.20
.20
.20
.20
.20
20

.20

.25

.25

.25
.25

:3o
.30
.30
.30
.35
.15
.35
.40
.5
0

.70
.80
.00
1.00

1.10
1.20
1.30
1 .45
1.05
1.00
2.10
2.35
2.5
2.80
3.00
3.25
3.45

22.5 percent of the excess over $30 plus

6.60 6.W 6.00 15.70 6.40 5.10 .O 4.50 . 3.00 3.00

(2) If wages are paid with respect to a pe- (4) In any case in which the period, or
riod which is not a payroll period, the amount the time described in paragraph (3), in re-
to be deducted and withheld shall be that spect of any wages is less than one week, the
applicable in the case of a miscellaneous pay- Commissioner, under regulations prescribed
roll period containing a number of days (in- by him with the approval of the Secretary,
cluding Sundays and holidays) equal to the may authorize an employer to determine the
number of days in the period with respect to amount to be deducted and withheld under
which such wages are paid. the tables applicable in the case of a weekly

(3) In any case In which wages are paid payroll period, in which case the aggregate
by an employer without regard to any pay- of the wages paid to the employee during
roll period or other period, the amount to be the calendar week shall be considered the
deducted and withheld shall be that appli- weekly wages.
cable in the case of a miscellaneous payroll (5) If the wages exceed the highest wage
period containing a number of days equal to bracket, in determining the amount to be
the number-of days (including Sundays and deducted and withheld under this subsec-
holidays) which have elapsed since the date tion, the wages may, at the election of the
of the last payment of such wages by such employer, be computed to the nearest dollar.
employer during the calendar year, or the
date of.commencement of employment with § 405.201 Requirement of withhold-
such employer during such year, or Jan- ing. Section 1622 provides, at the elec-
uary 1 of such year, whTchever is the later. tion of the employer, alternative meth-

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 a tax
computed In accordance with the provi-
sions of section 1622 (a). Under the sec-
ond method (hereifiafter referred to as
"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 sev-
eral calculations. In using this method
reference must be made to the percentage
method withholding table In section 1822
(b) (1). The steps in computing the tax
under such method are summarized as
follows:

Step 1. Subtract the amount of one with-
holding exemption (see percentago method
withholding table) from the employee's
wages. Multiply the remainder, if any, by
0.027,

Step 2. Multiply the amount of one with.
holding exemption by the number of exemp-
tions claimed by the employee.

Step 3. Subtract the amount determined
in step 2 from the employee's wages. Com-
pare the remainder, if any, with the figure
shown In the last column of the percentage
method withholding table. Take the smaller
of the two amounts and multiply it by 0.10,

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

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

Example. An employee has a weel'y pay.
roll period, for which he is paid 882, and has
in effect a withholding exemption certificate
claiming three exemptions. HIS employer,
using the percentage method, computes the
tax to be withheld as follows:
Step 1:

Total wage payment ------- 083
Less amount of one withhold-

ing exemption ------------- 11

Balance subject to 2.7 percent
rate ----------------------- 71

X O. 027

Portion of tax to be withheld ...... 01.92
Step 2:

Amount of one withholding
exemption ---------------- 11

Multiplied by number of ex-
emptions claimed on Form
W-4 --------------------- X3

Total withholding exemp-
tions ------- ---------- 83

Step 3:
Total wage payment --------- 082
Less amount determined in

step 2 -------------------- 83

(a) Balance ---------------- 40
(b) Amount shown in last col-

umn of table for weekly
payroll period ------------- 44

Smaller of (a) or (b) subject
to 18 percent rate ---------- 44

,O. 18

Portion of tax to be withheld ------- 7.03
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Step 4: withholding exemptions claimed by A is two.
Total wage payment --------- $82 A'o wages are determined at the rate of 01.20
Amount determined in per hour. During a particular payroll period

step 2 ............. $33 he worlm only 40 hours and carns M'. In
Amount shown in last computing the amount of the tax at the 2.7

column of table for percent rate, the amount of one withholding
weekly payroll period. 44 exemption, or 023, Is allowable. In comput-

ing the amount of the 'tax at the 18 p.rcn t
Total -------...--- --- 77 rate the amount of two withholding exemp-

- tions, or r46, Is allowable. Tho 19.8 percent
Balance subject th-IO.8 percent rate Is not applicable In this Instance, aince

rate ---------------------- 5 the amount of the wages paid for the payroll
XO.198 period is lets than the maximum amount

shown in the last column of the percentage
Portion of tax to be withheld_ .... . 99 method withholding table.

- Example (2). Employee B has a weely pay-
Step 5: ron period. The number of withholding ex-

Total tax to be withheld ------- 1 10.83 emptions claimed by B is zero. B's wagc3
are determined at the rate of 010 per day.

In the case of any employee who has During a particular week B wor.ed only two
no withholding exemption certificate in days and resigned. The amount of the tax
effect, or an employee who has claimed at the 2.7 percent rate is computed on the
no exemption, the amount of one with- excezs of $20 over 11, the latter amount
holding exemption is to be used for the being the amount of one withholding ex-emption for a wcelay payroll period. Thepurpose of step 1, but no withholding ex- amount of the tax at the 18 percent rate is
emptions are allowed for piurposes of computed on the entire amount of C20, which
steps 2, 3, and 4. amount Is lees than the maximum amount

Where the withholding is computed subject to the 18 percent rate as chown In
under the rules applicable to a miscel- the percentage method withholding table.
laneous payroll period, the wages and The 19.8 percent rate i- not applicable In thn
the amounts shown in the percentage Instance, since the amount received in leesthan the amount shown in the last columnmethod withholding table must be placed of the percentage method withholding table.
on a comparable basis. This may be ac-
complished by either of the following (b) Period not a payroU period. If
methods: wages are paid for a period which is not

(a) Adjust the percentage method a payroll period, the withholding exemp-
withholding table to accord with the tion allowable with respect to each pay-
number of days in the period by multi- ment of such wages shall be the exemp-
plying the amounts shown in the table tion allowed for a miscellaneous payroll
as applicable per day of a miscellaneous period containing a number of days (in-
payroll period by the number of days in cluding Sundays and holidays) equal to
such period. Using the table so adjusted the number of days in the period with re-
compute the tax on the total wages paid sp~ct to which such wages are paid.
for the period by the method outlined Example. An Individual in hired by a con-
in the above example. tractor to perform cervices In connection with

(b) Reduce the wages paid for the a building project. The number of withhold-
period to a daily basis by dividing the ing exemptions claimed by such individual Istheio numay bes of dadin the two. Wages were fixed at the rate of C9 pertotal wages by the number of days in the day, to be paid upon completion of the proj-
period. Compute the tax on the daily ect. The project was completed In 12 con-
basis using the steps indicated in the secutive days, at the end of which period the
above example tnd multiply the amount individual is paid wages of 090 for 10 days'
so computed by the number of days in services performed during the period. For
the period, the purpose of computing the tax at the 2.7

percent rate, the amount of the withholding
§ 405.202 Application of withholding exemption allowable for the 12-day period is

exemptions-(a) In general. Under the 018 (121<01.60). The amount of the with-
percentage method, regardless of the holding exemption allowableCfor the 12-day
number of withholding exemptions period, In computing the tax at the 18 per-claimbedrth o of th gexat cent rate, Is 030 (12X (2<81.8)). The 19.8claimed, the portion of the tax at the 2.7 percent rate is not applicable. eince the warespercent rate is computed on the amount paid for the period of 12 days are lezs than
by which the wages paid exceed the the maximum amount subject to the 18 per-
amount of one withholding exemption, cent rate for such period.
In the computation of the portions of the, (c) Wages paid without regard to any
tax at the 18 percent rate and the 19.8
percent rate, the amount allowed as the peiod. In the case of wages paid with-
withholding exemption depends upon the out regard to any particular period, as,
number of withholding exemptions for instance, commissions paid to a sales-
claifed. The amount of the withhold- man upon completion of a sale, the with-
Ing exemption is determined in accord- holding exemption is measured by the
ance with the percentage method with. - number of days elapsed (including Sun-
holding table contained in section 1622 days and holidays) since the date of the
(b) (1). _ last payment of wages to such employee

If the employee has an established by such employer during the calendar
payroll period, the amount of the-with- year, or the date on which employment
holding exemption is determined by ref- with such employer began during the cal-
erence to the line applicable to such pay- endar year, or January 1 of such calendar
roll period in the percentage method year, whichever is the latest.
withholding table and without regard to Example. On April 2, 1945, A was employed'
the time the employee is actually engaged by the X Real Estate Co. to sell real estato
in the preformance of service during on a commisson bas, corm'rtons to be
such payroll period. paid only upon consummation of sales. Thenumber of withholding exemptions claimed

Example (1). Employee A has a seml- by A Is one. On My 21, 19-5, A received a
monthly payroll period. The number of commission of $300. Again, on June 16,1940,

A received a commL-lon of McA4. The
amount of the withholding exemption in re-
Cepct of the commfzzfon paid on My 21 for
the purpo of computing the tax at the 2.7
pcrcent rate and the 18 parcant rate i- s75
(01.9OxE0). The amount of the wagsT is In-
afilcient for the 19.8 percent Tate to be ap-

plicable In this In-tance. In rezpcz of the
commission paid on June 16, the mount of
the withholding exemption for the purpoze of
computing the tax at the 2.7 parceant rate is
$39 (01.59.420): for the purpoe of computing
the tax at the 18 percent rate, the maximum
amount subject to tax at such rate, 0155
(0O-'25), I- the amount to b2 used; and the
amount of the wages Subject to withholding
at the 19.8 percent rate i3 the excezs of the
wagc (04C0) over 0195 (C39 plU3 0155).

(d) Period or elapsed time less than
one wech. It is the general rule that if
wages are paid for a payroll period or
other period of lezs than one week, the
withholdifg exemption allowable shall be
the exemption allowable for a daily pay-
roll period, or a miscellaneous payroll
period containing the same number of
days (including Sundays and holidays)
as the payroll period or other period for
which such wages are paid. The same
rule Is applicable in the case of wages
paid without regard to a payroll period
or other period, where the elapsed time
as determined in accordance with the
rule prescribed in § 405.202 (c) is less
than one week.

Example (1). An employee having a daL 7
payroll perlod la paid wage3 of 012 per day.
The number of ithholding exemptions
claimed by such employee 13 one. Tan
amount of the withholding exemption al-
Iowablo against the daily wage payment for
the purpose of computing the tax at the
2.7 percent rate 1- $1.59. The amount of each
such dally wge payment subje:ct to the ta=
at the 18 percent rate 13 ES. The amount of
the wages subject to witbholding at the
19J percent rata to the exce-s of the wages
(012) over 07.50 (01.50 plus or).

Example (2). An employee works for a par-
ticular employer for four days for which he
In paid C36. The number of withholding
exemptions claimed by the employee Ls two.
The amount of the witbholding ex-mption
allowable for the purpose of camputing the
tax at the 2.7 percent rate I- CS (4%01.50).
The amount of the withholding exemption
allowable for the purpose of computing the
tax at the 18 percent rate Is 012 (4-.C3).
The amount of the wage3 i Insuiclent 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 period, Is less than one
week, the employer may, at his election,
deduct and withhold the tax computed
as If the aggregate of the wages paid to
the employee during the calendar week
were paid for a weekly payroll period.
Such election by the employer Is limited
to the case of an employee who works for
wages only for such employer dur-
ing the calendar week. 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 be-ginning of such addi-
tional employment, notify such employer
of that fact. Such statement shall be
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signed 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 hehas 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 aperiod of seven
consecutive 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 ptyment 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 (c) 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.

(b) Daily or miscellaneous period. The
table applicable to a daily or miscellane-
ous payroll ppriod 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 withhefd is determined by applying
the table as adjusted to the total 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 $9 per day, to be paid upon comple-
tion of the project. The project was com-
pleted in 12 days, at the end of which period
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. Th6 amount of tax required to
be withheld is determined under the table
applicable to a miscellaneous payroll period.
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) Wageopaid 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 a'nd
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.

Example. On April 2, 1945, A Is hired by
the X Real Estate Co. to sell real estate on
a commission basis, commissions to be paid
only upon consummation of sales. The
number of withholding exemptions claimed
by A is one. . On May 21, 1945, A received
a commission of $300. Again, on June 16,
1945, A received a commission of $400. Under
the wage bracket method, the amount of tax

to be deducted azfd withheld In respect of
the commission paid on May 21 Is $47.50,
which amount Is obtained by multiplying
$0.95 (tax under wage bracket table for a
daily or miscelaneous payroll period where
wages .are at least $6 but less than $6.25 it
day) by 50 (number of days elapsed): and
the amount of tax to be withhold with re-
spect to the commission paid on June 10 is
$78, which amount is obtained by multi-
plying $3 (tax under wage bracket table for
a daily or miscellaneous payroll period where
wages are at least $15 but less than $15.60 a
day) by 26 (number of days olaptsed).

(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 withhold under
the wage bracket method shall be the
amount computed for a daily payroll
period, or for a miscellaneous payroll
period containing the same number of
days (including Sundays and holidays) as
the payroll period, or other period, 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 thin
one week, the same rule is applicable.

Example (1). An employee having a daily
payroll period Is paid wages of $7 per day.
The number of withholding exemptions
claimed by the employee Is one. Under the
table applicable to a daily payroll period,
the amount of tax to be deducted and with-
held from. each such payment of wages io
$1.15.

Example (2). An individual i hired for
four days, for which he is paid 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 is $5.20 (4X$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 aggregate of the wages paid
to the employee during the calendar
week. The election to use the weekly
wage table in such cases Is 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 is
$255.25 the employer may compute the
22.5 percent of the excess over $200 as if
the excess were $55 instead of $55.25.

[SEC. 1622. INCOME TAX COLLrCTcD AT
SOURCE-AS ADDED DY SEC, 2 (a), CURRENT TAX
PAYMENT ACT OV 1943.1

(g) Included and excluded wrages. If the
remuneration paid by an employer to an
employee for services performed during one-
half or more of any payroll period of not
more than thirty-one consecutive days 0on-
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stitutes wages, all the remuneration paid by
such employer to such employee for such pe-
riod shall be deemed to be wages; but i the
remuneration paid 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.

§ 405204 Included and excluded
wages. If a portion of the remuneration
paid by an employer to his employee for
services performed during'a 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 ihcluded
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 persol
in a 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.

Example (1). Employee A is employed by
B who operates a farm and a storew 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 vages.
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 is deemed to be
wages, since thd 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. All
of the remuneration paid A for services per-
formed during the month is deemed to be
wages since the remuneration paid for one-
half or more of the services performed during
the month constitutes wages.

Example (2). Employee C is employed as a
maid by D, a physician, whose home and of-
flee are located in the same building. The
remuneration paid C for services in the home
is excepted as remuneration for domestie
service, and the remuneration paid for her
services in the office constitute wages. 0 Is
paid on a weekly basis. During a particular -
week C works 20 hours in the home and 20
hours in the office. All of the remuneration
paid C for services performed during that
week is deemed to be wages, since the remu-
neration paid for one-half or more of the
services performed during the week consti-
tutes wages.

During another week 0 works 22 hours In
the home and 15 hours In the ci2co. lfono
of the remuneration paid 0 for crvlc3 ur-
formed during that week Is deemed to ho
wages, since the remuneration paid for Ic:3
than one-half of the services performed dur-
Ing the week cbnstitutez wages.

The rules set forth in this section do
not apply (1) with respect to any remu-
neratio paid for services performed by
an employee for his employer if the pe-
rods for which remuneration is paid by
the employer vary to the extent that
there is no period which constitutes a
payroll period within the meaning of
section 1621 (b), or (2) with respect 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.

[Src. 1622. Izco= TAX COLLtC= AT
OuRcr-.AS ADDn BY SM. 2 (a), cunxr;T Tv.x

PAYM.ENT ACT O 1043, AIM Atn IDm 1Y =r0. M2,
INDIVIDUAL XNCOmrn TAX ACT 03' 1044.1

(h) Withhliding czemption -(1) In gen-
eral. An employee receiving wages shall on
any day be entitled to the following with-
holding exemptions:

(A) An exemption for himself.
(B) If the employee Is married, an exemp-

tion with respect to his epouce. unless his
spouse has in effect a withholding exemption
certificate claiming a withholding exemption
under subparagraph (A).

(C) An exemption for each Individual with
respect to whom, on the bas s of facts exist-
Ing at the beginning of such day, there may
reasonably be expected to be allowable a cur-
tax exemption under section 25 (b) (3) for
the taxable year under chapter 1 In respect
of which amounts deducted and withheld
under this subchapter in the calendar year
In which such day falls are allowed as a
credit.

(2) Exemption certflceates-(A) On cam-
mencement of employment. On or before the
date of the commencement of employment
with an employer, the employee shell furnish
the employer with a vigned withholding
exemption certificate relating to the number
of withholding exemptions which he clim,
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 year, the number of
withholding exemptions to which the em-
ployee Is entitled Is lees than the number
of withholding exemptions claimed by the
employee on the withholding exemption cer-
tificate then in effect with respect to him,
the employee shall within ten days there-
after furnish the employer with a new with-
holding exemption certificate relating to the
number of withholding exemptions which the
employee then claims, which thall in no
event exceed the number to which he is
entitled on such day. If, on any day during
the calendar year, the number of withhold-
ing exemptions to which the employee is
entltledAs greater than the number of with-
holding exemptions claimed, the employee
may furnish the employer with a new flth-
holding exemption certifleate relating to the
number of withholding exemptions which
the employee then claims, whlch chall in
no event exceed the number to which he Is
entitled on such day.

(0) Changa of status, eto., which offccta
next calendar year. If on any day during the
calendar year the number of withholding
exemptions to which the employee will b3
or may reasonably b expccted to be, on-
titled at the beginning of his next taxable

year under Chanptr 1 is different from the
number to rhich the employee Is entitled.
on such day, the employee ahll, in such
e.pe and at such times as the Commistoner,

With the apPro l of the Secretary, my by
regulatlona prezcribe, furniss the employer
with a withholding exemption cortif.cte re-
lating to the number of ,ithholdinG exemp-
tIons which he claims with reopect, to such
neit taxable year, which shall in no event
excced the nuzmber to which he will be, or
may reasonably b excected to be, so entitled.

(3) WVer. czrtifcate taes effect-(A) Firzt
certfice furnichcd. A withholding exemp-
tion certificate furnLhed the employer in
cas= in which no previous such certificate is
in effect rhall t-- effect a- of the beginning
of the first p3yroll period ending, or the first
payment of wages mado without regard to a
payroll period. on or after the date on which
such certificate is so furnished.

(B) Furnished to ta:e pace of existing
.certifieate. A withholding exemption certifi-
cato furzished the employer in cases in which
a prevlous such certificate is In effect Fll
tae effect with respect to the first payment
of wages made on cr after the first stats
determination date which occurs at least
thirty days from the date on which sucah
certificate L; co furnished, except that at the
election of the employer such certificate may
he mande offective with respzect to any payment
of wages made on or after the date or.which
such certificate is co furnished; hut na certfl-
cato furnished pur-ant to paragraph (2)
(C) shall not take e0ect, and may hot be
mado eifective, with respct to any payment
of wages mnde In the calendar year In which
the certificato furni-hed. For the purpozzs
of this subparagraph the tm "statu deter-
mination datke" means January 1 and July 1
of each year.

(4) P r c± during which certifcate re-
mains fr efcct. A withholding exemption
cartificate which takes cfect under this sub-
setlon shall continue in effect with respct
to the employer until another such certifi-
cate tahc effect under this subsection.
(5) Contents of certi icate. Withholding

exemptlon carti cates r be n such forn
and contain such information as the Commis-
sloner may, with the approval of the Secre-
tary, by regulatons pre-cribe. -

[S= 1G26. P-'IA -.AS- AD= SY S:c. 2
(a), CDU5.T TAX P.,YZXIST ACT 0W 1943.1

(d) Penaltf- in respect of withholding
certificates. Any Individual required to sup-
ply Information to his employer under section
1622 (h) who willfully supplies faIlz or
fraudulent Information, or who ilfully fails
to supply information thereunder whlch
would require an increase In the tas, to b
withheld under cecton 1622, shall, in lieu of
any penalty otherwlse provided, upon convic-
tion thereof, be fined not more than $500,
or imprisoned for not more than one year,
or both.

9crtlon 25 (b) of the Internal Rerenuc Cede
[as Amended by See. I0 (b), IndifduaL_
Income Taz Act of 16441.

Credits for curtax on4y-(1) Credits.
There shall ba allowed for the purpose of the
surtax, but not for the normal tax, the fol-
lowing rdlits against net income:

0 0 0 t 0

(C) A surtax exemption of e3 for each
depondent whose groL income for the cal-
endar year In vhlch the tax-ale year of the
taxpayer bcgins is les than CM, escept that
u such dependent Is married the exemption
In reV-ct of such dependent shall nat be
allowed If such dcpendent has made a loint
return with the other spouse under section
51 for a taxable year beginning in such
calendar year.

(3) Definition of dependent. As Ued in
thi chapter the term "dependent" 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
received from the taxpayer:

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

(B) A stepson or stepdaughter of the tax-
payer,

(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 - law, daughter-in-law,
father-in-law, mother-in-law, brother-in-
law, or sister-in-law of the taxpayer.

As used In this paragraph, the terms
"brother" and "sister" include a brother or
sister by the half-blood. For the purposes
of determining whether any of the foregoing
relationships exist, a legaly 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 foreign country un-
less such individual is a 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 a payment by her
husband for the support of any dependent.

§ 405.265 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 exemption certificate as
provided in section 162Z (h) (2). See
§ 405.206.

The number of exemptions to which
an employee is entitled on any day de-
pends upon his status as single 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 spohse, unless hi's 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 not 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 daythe em-
ployee's status as a single person or a
married person and, if M~arried, whether
a 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 withlolding 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 fie a new

withholding exemption bertificate 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-
low, 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 beginnihg 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 a
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 a 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 year,
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 a
withholding exemption for an individual
otherwise reasonably expected to be a de-
pendent of the employee if such individ-
ual is a citizen of a foreign country, un-
less such individual is at any time during
the calendar year a resident of the
United States, Canada, or Mexico.

§ 405.206 Withholding exemption cer-
tificates. Except as hereinafter provid-
ed, every employee receiving wages shall
furnish his employer a 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 a withholdtig ex-
emption certificate from each employee,
but if the employee falls 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 lieu of the prescribed
form of certificate, employers may pre-
pare and use a form which includes con-
tents identical with the prescribed form.
The certificates must be retained by the
employer as a supporting xecord of the
withholding exemption allowed.

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

Section 1622 (h) (2) (B) provides for
the filing of new withholding exemption
certificates when any change occurs
which affects the number of withholding
exemptions to which an employee Is en-
titled. If, on any day during the cal-
endar year, such number is 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 a 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 is on-
titled is less than the number of with-
holding exemptions claimed by the em-
ployee on the withholding exemption
certificate then in effect, the employee
must within 10 days after the change
occurs furnish the employer with a new
withholding exemption certificate 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 ex-
emption certificate previously filed may
exceed the number to which the em-
ployee is entitled because of the fol.
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 a
withholding exemption is taken over by
someone else, so that It can no longer be
reasonably expected that the employee
will furnish over half of the support of

Qsuch individual for the particular cal-
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 fle 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, ofn or before December 1 of
the year in which such change occurs,
unless such change occurs in December,
furnish his employer with a new with-
holding exemption certificate reflecting
the increase in the number of withhold-
ng 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-
tificate in effect on such day, the em-
ployee must, on or before December 1 of
the year in which the change occurs, un-
less 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 expect 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 criminal
penalties applicable with respect to in-
dividuals who are required under section

I-o. 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 falls to supply information
which would increase the tax required
to be withheld at the source on his
wages. The penalty in each instance is a
fine of not more than $500 or imprison-
ment for not more than one year, or
both. Such penalties are in lieu 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.

§ 405.207 When witllzolding exemp-
tion certificates effective. A withholding
exemption certificate furnished the em-
ployer in cases in which no previous
withholding exemption certificate is in
effect with respect to such employer, shall
take effect as of the beginning of the flit
payroll period ending, or the first pay-
ment of wages made without regard 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 hereinafter-
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 fter the date on which such certifi-
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, and 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 I and July 1 of each year,

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 Indvtidual Income Tax

Act oJ1944
New withholding exemption ccrtiflcates to

be furnis ed--(1) Old certiflcates mado in-
effectire. Certificates furnished (whetherbe-
fore or alter the enactment of ths Act) un-
der section 1622 (Ii) of the Internal Rcvenua
Code, without regard to Its amendment by
this Act, shall have no effect with respcct
to withholding to which such Eection,
amended by this Act, is applicable.

(2) Requirement of furnishing new car-
tiflcate. On or before December 1, 1M, and
on or before the date of commencement of
employment if such data cecurs after D2-
cember 1, 1944. and prior to January 1, 194,
each employee receiving waces chal furnish
hbs employer with the withholding zEomp-
tion certficato, required by section 162 (h)

of the Internal Revenue Cede (as amended
by this Act) in the c,-e of comumencement
of employment on or after January 1, 1945,
and for such purpczas the number of with-
holdina exemption3 which he I. entitled to
claim shall be the number vhich he rouId
be entitled to claim If the day on which such
certificate is Eo furnished were January 1,
1045.

(3) M1en vew crtiflcates take effect. A
certillcate furnished under paragraph (2)
of this subsectlon r taThe el t with re-
cpcet to the ait pyment of wages with
rcspect to which cection 1622 of the Internal
Revenue Code, as amended by this Act, is
applicable. A certflcate furnished under
cectIon 1622 (h) of the Internal Revenue

Code, as amended by thL Act, alter flecem-
her 1, 1944. and prior to January 1, 1945, and
not furnhcd on or before the date of com-
mencement of employment, shall take effect
as provided In section 1622 (h) (3) (E) of
such Code. a co amanded, except that It may
not be made effective with respect to any pay-
meat of wage to which ection. 1622 of suc2
Code, a co amendcd, is not applicable. A
certIficate furniched under section 1622 (h)
of such code, as to amended, to an employer
on or after January 1.1945, nd net furnished
on or before the date of commencement of
employment with cuch employer, shall take
effect as provided In sction 1622 (h) (3) (B)
of such Code. az so amended, If such certifi-
cate is the firot cartificate so furni hed and
if on December 31, 1944, crcertiflcate was In
effect with respect to such employer under
section 1622 (h) of such Code, without re-
Card to such amendments.

§ 405.208 New certificates to be fur-
nished on or before December 1, 1944.
Each employer is required to ask each
employee to furnish a new withholding
exemption certificate on Form W-4 (Rev.
1944) on or before December 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 W-4)
are to continue in effect until but not
later than midnight December 31, 1944.
In the case of an employee who be-ins
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 W-4) and
another certificate on the new form
(Form W-4 (Rev. 1944)).

An employee filing a cert.Aeate on
Form W-4 (Rev. 1944) in 1944 for use
in 1945 may not claim on such certificate
more than the number 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 determine
whether the employee has claimed the
correct number of exemptions. How-
ever, if there is reason to believe that the
employee has claimed an excessive num-
ber of exemptions, the collector should be
so advised.

A complete listing 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- (Rev. 1944) is filed
with the employer on or before December
1, 1944, or, in the case of new employ-

14589

HeinOnline -- 9 Fed. Reg. 14589 1944



FEDERAL REGISTER, Thursday, December 14, 1944

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 a 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:

Example (1). On December 1; 1944, A is a
married man and has one child. A and his
wife are both employees 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.

Example (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 or 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 paid on or after January 1, 1945.

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

in effect with his employer a withholding ex-
emption certificate on Form W-4. He fails 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 fails to file
with the same employer a 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 earlier time
as the employer may elect) the employee
will be considered as claiming no withhold-
ing exemptions.

[Sac. 1622. INcomE TAX coLLECrED AT
souRcM-As ADDED BY SEC. 2 (a), cosar TAx
PAYMENT ACT OF 1943.]

(i) Overlapping pay periods, and so forth.
If a payment of wages is made to an em-
ployee by an employer-

(1) With respect to a payroll period or
other perlod, 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

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 Com-
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 consist of wages paid
for a payroll period and supplemental
wages, such as bonuses, commissions, and
overtime pay, paid for the same or a dif-
ferent period, or without regard to a
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
(c) (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.,

Example (1). A is employed as a, eales-
man at a monthly salary of ol0o plus coal-
missions on sales made during the month,
The number of withholding exemptions
claimed is one. During January 1946 A
earned $275 in commissions, which together
with the salary of $100 was paid on February
10, 1945. Under the wage bracket method
the amount of the tax required to be with-
held is shown in the table applicable to a
monthly payroll period. Under this table
it will be found that the amount of tax
required to be withheld is $70.

Example (2). B is employed at a salary
of $3,000 per anum paid semimonthly on the
15th day and the last day of each month,
plus a bonus and commission determined at
the end of each 3-month period. The num-
ber of withholding exemptions claimed Is
four. The bonus and commission for the
3-month period ending on March 31, 194i,
amount to $250, 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 $260 and the last
preceding semimonthly wage payment of
$125, or $375, is $62.60. Since tax In the
amount of $8.80 was withheld on the semi-
monthly wage payment of $125, the amount
to be withheld on April 10, 1945, is $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 a
period which involves two or more con-
secutive payroll periods 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 section 1022
(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 a 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 such
payroll periods "and the remainder, If
any, shall constitute the amount of the
tax to be withheld upon the supple-
mental wages.

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

Example. An employee has a wekly pay-
roll period ending on Saturday of each week,
the wages for which are paid on Tuesday of
the succeeding week. On the 10th clay of
each month he is paid a bonus based upon
production during the payroll periods for
which wages Were paid in the preceding
month. The employee was paid a weelly
wage of $35 on each of the five Tuesdays
occurring on January 1946. On February
10, 1945, the employee Was paid a bonus of
$125 based upon production during the five
payroll periods covered by the waes paid 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 claiming four withholding
exemptions. The amount of the tax to be
withheld from- the bonus paid on Febfuary
10, 1945, is computed as follows:

Wages paid in January 1945 for five
payroll periods (5X$35) ------- $175.00

Bonus paid February 10, 1945 ...... 125.00

Aggregate of wages and bonus --- 300.00
Average wage per payroll period

($300-5) - -- -- 60.00

Computation of tax under percent-age method:

Tax at-2.7 percent on ($60--
$11) $1.32

Tax at 18 percent on ($60-
$44) ------------------ 2.88

Tax at 19.8 percent....... one

Tax on average wage for one
e. 4.20

Tax on average wage for five weeks. 21.00
Less: Tax previously withheld on

weekly wage payments of $35-
$0.65 per week for five weeks....., 3.25

Tax to be withheld on supplemental
wage .. 17.75

Computation of tax under wage
bracket method:

Tax on $60 wage under weekly
wage table-$.60 per week for
five weeks. 23. 0

Less: Tax previously withheld on
weekly wage payments of $35-
$0.70 per week for five weeks-..... 8.50

Tax to be withheld on supplemental
wages 19. 50

[SEc. 1622. INCOa2 TAX COXIECTW AT GOURcE-
As ADDED BY SEC. 2 (a), CuRRmzT TAX PAYsMET
ACT OP 1943.1
(1) Overlapping pay periods, and so forth.

If a payment of wages Is made to an employee
by an employer-

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

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-
sloner 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
perlod.

§ 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. Irrcoxn TAx corcxr o AT
SOURMC-AS ADDED BY SEC. 2 (a), cUMar= TAX

'PAYSSEIST ACT OF 1943.]
(1) Overlapping pay periods, and so forth.

If a payment of wages Is made to an employee
by an employer-

* * 0 0 *

(4) Through an agent, fiducIary, or other
person who aoo have the control, receipt,
custody, or dlapozal of, or pays, the ,ages
payable by another employer to such em-
ployee,

the manner of withholding and the amount
to be deducted and withheld under this cub-
chapter shall be determined In accordance
with regulations pr.ecribed by the CommL-
sloner with the approval of the Eccretary
inder which the withholding exemption cl-

-lowed to the employee in any calendar year
shall approximate the withholding eemp-
tion allowable with rcspect to an annual
payroll period.

SEc. 1632. AM~ To BE PMZarosr nY AGE;Ts
lADDED BY EMc 2 (a), cuaaE? TAx PAYZiYST AcT
Or 1943.1

In case a fiduciary, agent or other prson
has the control, receipt, custody, or dLpozal
of, or pays the wage of an employee or group
of employees, employed by one or more em-
ployerz, the Commisioner, under regulations
prescribed by him with the approval of the
Secretary, Is authorized to designato ruch
fiduciary, agent or other perzon to perform
such acts as are required of employers under
this chapter and as the'Commisloner may
specify. Escept as may be otherwise pre-
scribed by the Commisioner with the op-
proval of the Secretary, all provIsions of law
(including penalties) applicable in rcspcct of
an employer shall be applicable to a fiduciary.
agent or other perron co designated but, ex-
cept as so provided, the employer for Thom
such fiduciary, agent or other person acts
shall remain subject to the provilsions of law
(including penalties) applicable In rczpcct of
employers.

§ 405.211 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 wages 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 a 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 been paid by one employer.
Hence, under either the percentage
method or the wage bracket method 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 a
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 wage.

For example, three companies maintain a
central management agency r-hich carrics on
the administrative work of the ceveral com-
panies. The central agency organization con-
sists of a staff of clerks, bcokeeprs, a-tenoZ-
raphers, etc., who are the common employees
of the three companies. The CXPense of
the central agency, Including wages paid to
the foregoing employees. are home by the
several companies in certain agreed propor-
tions. Companies X and Y each pay 40 per-
cent and Company Z pays 20 percent. The
amount of the tax required to be withheld
on thomwage3 paid to przons employed in the
central agency rhould he determined in ac-
cordance with the provislons of this section.
In such event, Companies X and Y are each

liable as employars for the return nd p:sy-
ment of 40 percent of the tax requlred to ba
withheld and Company Z is lfable f= the re-
turn and payment -of 20 pzcent of the ta.

A f1iduclary, agent, or other parson act-
ing for two or more employers may be
auflorized to withhold the tax under
section 1622 with respect to the wages of
the employees of such employers. Such
fiduciary, agent, or other parson may also
be authoriz-d to make and file returns
of the tax withheld at source on suh
wages and to furnish the receits re-
quired under section 1625. Application
for authorization to perform such acts
should be addressed to the Commissioner
of, Internal Revenue, Washington 25,
DV. C. If such authority Is granted by
the Commissioner, all provisions of law
(Including penalties) and regulations
prescribed in pursuance of laTv applicable
In respect of an employer shall be ap-
plicable to such fiduciary, agent, or other
person. However. the employer for
whom such fiduciary, agent, or other per-
son acts shall remain subject to all pro-
visions of law (including pemalties) and
regulations prescribed In pursuance of
law applicable in respect of employers.
IS.-. 1622. Izzco-n TA, cozcrm ar

EOURCZ-AS ADDZV LY =5C. 2 (a), CU----'r T=X
]pAYrura ACT M5' 1045.1

(J) Withholding or. basis of arercge wsags.
The Commli lunr may, under regulations
prescribcd by him with the approval of the
Zecrctary, authorize' employers (1) to esti-
mate the wages which will be paid to any
employee in any quarter of the calendar year,
(2) to determine the amount to he deducted
and withheld upon each payment of wages
to such employee during such quarter as If
the appropriate aveage of th'e wages so esti-
mated conatuted the actual ragea paid, and
(3) to deduct and withhold upon any pay-
ment of vages to such employ-e during such
quarter such =mount as may he neces-ar
to adjuat the amount actually deducted and
withheld upon the wages of such employee
during such quarter to the amount required
to be dediucted and withheld during such
quarter without re.ard to ths subs-- cdon.

§ 405.212 Withholding oa basis of
average 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. Applications
to use such method must be accompanied
by evidence establishing the need for the
use of such method.

SUPMIT D--LIAELITY F TAX
Szo. 1622. Irncoin TAx co"w-crED AT souczc

(M AMZD nY MM 2 (a), ctr---T TAX pATxs's,
ACT 07 1043, AND A=.=. E =C s. 22, n7D3nw-
IAL UmCOl- Z TAX AC 05' 10441.

(a) .equfrcmert of si-1zo!drf-rPg. ELery
empla-r making payment of wageas sha
deduct and rithhold upon such wages a tax
equal to the sun of the follo-ing:

0 0 0 0 0

(d) T= paid b:1 recipient. If the em-
ployer, in violation of the proviions of this
subchapter, falls to deduct and withhold the
tax under this subchapter, and thereafter the
tax agains, which such tax may be credited
is paid, the tax co required to he deducted
and withheld shall not be collected from the
employer; but thLs sub-ectlon shall in no
c2o relieve the employer from lability for
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any penalties or additions to the tax other-
wise applicable in respect of such failure
to deduct and withhold.

SEC. 1623. LIASLmY FOR TAX [AS ADDED BY
SEC. 2 (a), CURRENT TAX PAYMENT ACT OF
19431.

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 Taxes 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 lie held to be a
special fund in trust for the United States.
The amount of such fund shall be assessed,
collected, and paid in the same manner and
subject to the same provisions and limitations
(including penalties) as are applicable with
respect to the taxes Trom 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 einployer deducts less than
the correct amount of tax, or if he falls
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 Is 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 erployer 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 employed of
a corporate employer, or member or em-
ployee of any other employer, who as
such employer, officer, employee, or
member is under a duty to perform the
act in respect of which the violation
occurs.

SUBPART E--CREDIT FOR TAX WITHHELD

[SEC. 1622.- INCOME TAX COLLECTED AT
SOURCE-AS ADDED BY SEC. 2 (a), CURRENT TAX
PAYMENT ACT OF 1943.1

(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 employer or to
the recipient of the income in computing
net income for the purpose of any tax on
income imposed by Act of Congress.

SEC. 35. CREDIT FOI 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 a husband
and wife domiciled in a community prop-
erty State make se'parate 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-

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
the tax for the last taxable year so be-
ginning.

SUBPART F-RECEIPTS
SEC. 1625. RECEIPTS [AS ADDED BY SEc. 2 (A),

CURRENT TAX PAYMENT ACT OF 19431.
(a) Requirement. Every employer re-

quired to deduct and withhold a tax in re-
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 be-
fore the close of such calendar year, on the
day on which the last payment of Wages is,
made, a written statement showing the wages
paid by the employer to such employee dur-
ing such calendar year, and the amount of
the tax deducted and withheld under 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
contain such other information, and shall be
in such form as the Commissioner, with the
approval of the Secretary, may by regula-
tions prescribe. A duplicate of such state-
ment if made and filed in accordance with
regulations prescribed by the Commissioner
with the approval of the Secretary shall con-
stitute the return required to be made In
respect of such wages under section 147.

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

SEC. 1626. PENALTIEs [Ag ADDED BY SCO, 2 (a),
CURRENT TAX PAYMENT ACT Or 19431J

(a) Penalties for fraudulent receipt or fail-
ure to furnish receipt. In lieu of any other
penalty provided by law (except the penalty
provided by subsection (b) of this section),
any person required under the provisions of
section 1625 to furnish a receipt in respect of
tax withheld pursuant to this subchapter
[Subchapter D of Chapter 91 who ivllifully
furnishes a false or fraudulent receipt, or who
willfully fails to furnish a receipt in the man-
ner, at the time, and showing the Informa-
tion required under section 1625, or regula-
tions prescribed thereunder, shall for each
such failure, upon conviction thereof be fined
not more than $1,000, or imprisoned for
not more than one year, or both.

(b) Additional penalty. In additioli to the
penalty provided by subsection (a) of this
section, any person required under the pro-
visions of section 1625 to furnish a receipt in
respect of tax withheld pursuant to this sub-
chapter [Subchapter D of Chapter 91 who
willfully furnishes a false or fraudulent re-
ceipt, or who willfully fails to furnish a re-
ceipt in the manner, at the time, and showing
the information required under section 1025,
or regulations prescribed thereunder, shall
for each such failure he subject to a civil
penalty of not more than $50.

§ 405.501 Receipts for tax withheld at
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 substafitially
like form and size as Form W-2 (Rev.),
but in no case larger than 8 by 3% 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
ydar, 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 (Revs)) 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 inter-
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 expectation'ceases
to exist, the statement must be furnished
within .0 days from that time.

(c) 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-2a) are submitted with the last quar-
terly return (Form W-1) for the year.

(d) Penalties for fraudulent receipt
or failure to furnish receipt. Section
1626 imposes criminal and civil penalties
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 willfully furnishing a false
or fraudulent receipt. The criminal
penalty is-a 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-RETUR-S AND PAYI=I5NT OF TAX

SEC. 1624- RETrun AND PAYMENT By Gov-
ENETAL EMPLOYER [AS ADDED BY SEC. 2 (a),

cunnENT TAX PAYMENT AT Or 1943.1
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 politicbl subdivision, or of the
District of Columbia, or of such agency or
instrumentality, as thg case may be, having
control of the payment of such wages, or
appropriately designated for that purpose.

[SEc. 1626. PEALTTIS--As ADDED BY SEC. 2
(a), cunnsx TAx PAYMENT Acr OP 1943.]

(c) Failure of cmp!Gger to f31e return or
pay tax. In Ccae of any failure to make and
file return or pay the tax required by tbis
subchapter, within the time prescribed by
law or prescribed by the CommIsoner In
pursuance of law, unlez3 it Is shown that
such failure Is due to reasonable cause and
not due to willful neglect, the addition to
the tax shall not be less than 010.

Ssc. 1627. Ommm LAws AFPUCA [As
ADDED BY SEC. 2 (a), CUR=5T TAX PAT! TZ AcT
OF 1943].

All provisions of law. including penalties.
applicable with recpect to the tax lmpoced
by section 1400 hiall, Insofar as applicable
and not inconsistent with the provisions of
this subheapter, be applicable with respect
to the tax under this subchapter.

SEC. 1630. VEnWICATIOIT OF VEr-iu3, ETC,
[AS ADDr BY Ec. 2 (a), cuanmr TAxr PA T

ACT OF 1043).
(a) Power of Commissioner to require.

The Comm' ioner, under regulations pre-
scribed by him with the approval of the
Secretary. may require that any return,
statement, or other document required to
be filed under this chapter [Chapter 9] shall
contain or be verified by a written declara-
tion that it is made under the penaltie3 of
perjury, and such declaration hall be In lieu
of any oath otherwice required,

(b) Penalties. Every person who will-
fully makes and subs-cribe any return,
statement, or other document. which con-
tains or is verified by a written declaration
that It Is made under the penaltim of per-
jury. and which he does not believe to be
true and correct as to every material matter,
shall be guilty of a felony, and, upon con-
viction thereof, shall be subject to the pen-
alties prescrlbed for perjury In cection 12
of the Criminal Code.

Section 1420 of the Internal Rerenue Code-
Collection and Payment of Tas

(a) Administration. The taxes imposed
by this subchapter shall be collected by the
Bureau of Internal Revenue under the di-
rection of the Secretary and shall be paid
into the Treasury of the United States as
internal-revenue collection,.

0 6 0 a 0

(c) Mfethod of collection and Vpstmcnt.
Such taxes shall be collected and paid In
such manner, at such tinc, and under such
conditions, not nconsistent with this sub-
chapter (either by making and flMing returns,
or by stamps, coupons, tickets, baol, or
other reasonable devices or methcds necesary
or helpful in securing B complete and proper
colledtion and payment of the tax or in
securing proper Identification of the tax-
payer), as may be preseribed by the CommLrs
stoner. with the approval of the Secretary.

(d) Fractional parts of a cent. In the pay-
ment of any tax under this cutchapter a
fractional part of a cent shall be dicregarded
unless It amounts to one-half cent or more,
in whlch case It shall be increased to 1 cent.

Section 1430 of the Internal Revenue Code-
Other Law3 Applicable

All provislins of law, including penaltles.
applicable with respect to any tax imposed by
section 2700 or section 1800. and the provi-
sions of section 3661, shall, insofar as applica-
ble and not Inconsimstent with the provisions
of this subchapter, be opplIcable with respect
to the taxes imposed by this subahopter.

Section 2709 of the Internal Rcrcnue Code-
Records, Statements, and Returns

Every person liable to any tax Lnomed by
this subchapter. or for the collection thereof,
shall keep such records, render under oath
such statements, make such returns, and
comply with such rules and regulations, as
the Commissioner. with the approval of the
Secretary may from time to time prescribe.

Section 3603 of the Internalr Reenue Ccde-
J'otic Recqu1irng Ecords, Statements, and

Scfael Returns

Whenever in the judment of the Commins-
sloner nec-esary he may require any paron,
by notice cerved upon him, to m'Te a return,
render under oath such statements, or keep
such records as the Commiz-soner deoms suf-
ficient to show whether or not such person
is liable to tax.

Section, 3612 (a), (b), and (c) of the Internal
Revcnue Cedc-Rcturna Executed 7y
Commicsioner or Collector

(a) Authority of collector. If any parson
fals to rake and file a return or lit at the
time precaribcd by law or by regulation madie
under authority of law, or makes, -ilAuliy
or otherwice, a false or fraudulent r -tun or
lost, the collector or deputy colisetor Shall
mnake the return or lit from his own kncw-
cdge and from such information as he can
obtain through testimony or otherwise.

(b) Authority of c rniccfoner. in any
such case the Commissioner may, from his
own knowledge and from such Information as
he can obtain through tr-timony or other-
wise-

(1) To ma:e return. Z'Uae a return, or
(2) To amend collcctor's return. Amend

any return made by a collector or deputy
collector.

(c) Legal status of retur7n. Any return
or Iit co made and subzcribed by the Com-
mssioner, or by a collector or deputy col-
lector and approved by the Comml-zsoner.
shall be prima facle good and sufficnat for
all lecal purposes.

Section 3614 (a) of the Internal Berenue
Codc-Examtnatfon or Rooks and Wit-
7eareS

To determine liability of tlee t:i r.
The Commissioner for the purpoze of ascer-
taining the correctne- of any rettur or fir
the purpos2 of making a return where none
has been ma do, is authorized, by any offier
or employee of the Bureau of Internal Reve-
nue. including the field Eervice, designated
by him for that purpose, to examine any
books, pa%1r=, records, or memoranda bear-
ing upon the matt=e required to be included
in the return, and may require the attend-
once of the person rendering the return or
of any officer or employee of such person.
or the attendance of any othr pa=on bnv-
ing knolcdge in thepremizss. and nmy take
his tatimony with reference to the matter
required by law to be included in such re-
turn, with power to adminLter oaths to such
percon or persons.

Section 2702 (a) of the Internal Recvnue
Code-Payment of Tax

Date of ponnen.--The tax shall, without
as.=csment by the Commicioner or notice
from the collector, be due and payable to
the collector for the di-trict in which Is I-
cated the principal place of businez, at the
time fixed 0 for filing the return.

§ 405.601 Return and payment of in-
come tax withheld on wages. Every per-
son required, under the provLfons of sec-
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 following the close of each of the
quarters ending March 31, June 30, Sep-
temiber 30, and Dacember 31. Such re-
turn Is to be made on Form W-l, 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 businLss 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 gummary 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 receipts 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 tile year payments to whom are
subject to withholading, 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 shall
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 trust 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, Territory,
or political subdivision, 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
For4i 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, *he 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 enployer, 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 enter 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 forms.
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 retui form has been
furnished to him. Employers not sup-
plied with the proper forms should make
applicati6n therefor to the collector in
ample time to have their ;returns 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 a 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.

§ 405.604 Penalties for false returns.
Subsection (b) of section 1630 provides
for penalties in the case of any person
whowillfully makes and subscribes any
return, statement, or other document,
which contains or Is verified by a written
declaration that it is made under the
penalties of perjury, and which he does
not believe to be true and correct as tO
every material matter. Such person
shall be guilty of a felony, and, upon
conviction, shall be subject to the penal-
ties prescribed for perjury in section 125
of the Criminal Code.
SEC. 1631. UsE or COVE MENT ocrOSnTaMM

N CONNECTION NVITH- PAYMENT OP TAXES ["
ADDED BY SEC. B (a), CURIlENT TAX PAYMENT ACT
or 19431.

The Secretary may authorize Incorporated
banks or trust -companies vwhich are deposi-
taries or, flnanclaD agents of the United
States to receive any taxes under this chapter
in such manner, at such times, and under
such conditions as he may prescribe: and he
shall prescribe the manner, times, and con-
"ditions under which the receipt of such taxes
by such depositaries and financial agents Is

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

§ 405.605 Use of Government deposi-
taries in connection with Paiment of
taxes. 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 financial 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 depositary 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, athis 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 list of the depositaries and financial
agents will be furnished each bank by the
Federal reserve bank of the district. See
Treasury Department Circular No. 714,
dated June 25, 1943.

SUBPART H-ADJUSTMENTS AND RErUNDS
SEC. 1627. OrlZHa LAWS APPLIOADLn (Al

ADDED DY SEC. S (a), CURRENT TAX PAYMENT
ACT OF 1943.1

All provisions of law, including penaltle,
applicable with respect to the tax imposed
by section 1400 shall, insofar as applicable
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and not inconsistent with the provisions uf
this subchapter [Subehapter D of Chapter
9], be applicable with respect to the tax
under this subchapter.

Section 1401 (c) of the Internal Revenue
Code-Adjustments

Uf 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-
lations made under this subchapter.

§ 405.701 Quarterly adjustments-
(a) 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 sectfon be
made in respect of an overpayment for
any quarter after the filing of a claim
for refund thereof.- Every return on
which an adjustment 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 occurred. 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 tax
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 arepaid, the employer
shall nevertheless 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 undercollectlon 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 prescribed
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 ob-
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 therefor.

(c) More than correct amount of tax
withlwd. 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 overcollcation is re-
paid, the employer sliall obtain and keep
as part of hs records the written receipt
of the employee showing the date and
amount of the repayment.

,f an overcollection In any quarter Is
repaid and recelpted 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 repaid and receipted 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 return,
on Form W-1 for the quarter in which
the overcollection s made.

For information as to the manner of
correcting errors n 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.

[Smc. 1622. Ixrcos x coLxcrz AT
sOuUcEr-AS ADDD BY EEw. 2 (a), cumnare TAX
PAYLMfIr ACT OF 1043.1

(f) Refunds or ccdt--(1) Emplyters.
Where there has been an overpayment of
tax under this subchopter, refund or credit
shall be made to the employer only 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 credit in
cases of excessive withholding, see cction
322 (a).
Section 3770 (a) of the Internal Rerenue

Codc-Authority to Zfoy: Abatements,
Credits, and Refunds
To taxpayers--(1) Assessments and col-

lections generally. FMeept as otherwie pro-
vided by law in the cace of income, war-
proflts,-excezs-proflts., estate, and gift taxez,
the Commissioner. subject to regulations pre-
scribed by the Secretary, Is authorized to

rcmit, refund, end pay bac. all taxes er-
rancouly or lla.ally assa.sad or cL-cted,
all penaltIes collectcd without authozity, and
al taxes that apPr to be unjustly azze-ed
or excesi=ve in amount, or In any mauner
Wrongfully collecd.

(2) A=s.,mnts ard coUcectfons after Um-
fiction period. Any tax (or any interest,
p2nalty, additional ameunt, or addition to
such tax) a=esd or paid after the expU-
ton of the peritd of limitation properly ap-
pliable thereto hall be consIdered an over-
p3yment and all be credited or refunded
to the taxpayer If claim therefor s filed
within the p-ricd of limitation for filing
such claim.

Section 3313 of the Internal evnue Coe-
Period of Limitation Upon Refunds and
Credit3

All claims for the refunding or crediting
of any Internal revcnue tax alleged to have
been erroncoualy or illegally aszsed or cel-
lected, or of any penalty ale.d to have been
collected without authority, or of any sum
alleged to have been exececsive or in any
manner wrongfully collected must, except
on otherwic provided by law in th caze of
income, wrar-profits, _xcez-profits, estate, and
gift taxes, be prezcntcd to the Commissioner
within four years next after the payment
of such tax, penalty, or m. The amount of
the refund (in the case of taxes other than
Income. war-profits, Lces-=profits, estate,
and gift taxes) lhall not exceed the portion
lf the tax, panalty, or sum paid during the
four years Immediately preceding the fling
of the claIM or If no claim was fled, then
during the four yearu immediately preceding
the allowance of the refund.

§ 405.702 Refunds or credits. Where
there has been an overpayment of tax
under Subhapter D, Chapter 9, Internal
Revenue Code, refund or credit shall be
made to the employer only to the extent
that the amount of the overpaym3nt was

-mot deducted and withheld under such
subchapter by the employer.

SUP4inT I-MSCELLANEOUS PROVISIOIIS
S=. 1627. O rM LAWS A CAETsr.x [S As Z

BY CM0 2 (a), cunr Tax, =PAY=uear ACr O0'
1043].

All provIsions of law, including penalties,
applicable with respect to the tax Imposed
by rcetlon 1400 chall, Insofar as applicable
and not nconmLotent with the provrtsons of
this subchapter [Subchapter D of Chapter
91, be applicable with zepect to the tax under
this subchapter.

Section 360 of the Internal Revenue Code-
Jeopardy Azzessmezt

(a) If the Commis-coner believes that the
collection of any tax (other than income tax,
c tato tax, and gift tax) under any proviion
of the Internal-revcnue lars ill be jeopard-
Led by delay, he shall, "hether or not the
time otherwizz prezcribed by law fvfr maing
return and paying such tax has exp red, Im-
mediately assess such tax (together vith all
nterezt and penaitl.e the z.ement of
which is provided for by law). Such tax, p n-
alties, and Intercst chall thereupon become
Immediately due and payable, and irmdizate
notice and demand shall he mad- by the
collector for the payment thereof. Upon
failure or refusal to pay such tax, penalty,
and Interest, collection thereof by distraint
shall be lawful withut regard to the period
described In section 2630.

(b) The collecton of the whole or any
part of the amount of such a.se:sment may
be stayed by filing with the collector - bond
in such amount, not exceeding double the
amount 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 J e o p a r d y 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 paid 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
list 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
mail of such notice, it shall be the duty of

the collector or his deputy to collect the said
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 *

* * 0 a a

§ 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 <and the entire amount
thereof is not paid within 10 days after
the date of issuance of notice and de-

.mand for payment 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.

(b) If, within 10 days after the date
of issuance of notice and demand, a
claim for abatement of any amount of
the assessment is filed with the collector,
the 5 percent penalty does not attach
with 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.

SECrXON 3612 (d) AND (e) or THE nrrNAL
SEENE CODE

(d) Additions to tax-(1) Failure to file
return. In case of any failure to make and
file a 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
failure 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 failure 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 ceptum:
5 per centum. if the failure is for not more
than 30 days, with an additional 5 per centum
for each additional 30 days or fraction thereof
during which failure continues, not to ex-
ceed 25 per centum in the aggregate.

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

• * * * *

(e) Collection of additions to tax. 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 a part of the tax unless
the tax has been paid before the discovery
of the neglect, falsity, or fraud, )n which
case the amount so added shall be collected
in the same manner as the tax.

§ 405.804 Additions to tax for delin-
quent or false returns-a) Dclinquent
returns. If a person falls to make and
file a return required by these regula-
tions within the prescribed time, a 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
not 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 period
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 a tardy return and
wishes to avoid the addition to the tax
for delinquency must make an affirmative
showing of all facts alleged as a reason-
able cause for failure to file the return
on time in the form of a statement which
should be attached to the return as a
part thereof.

(b) False returns. If a false or fraud-
ulent return Is willfully made, the addi-
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. PENALT1W.-AS ADDED 3Y SEC. a
(a), CURRENT TAX PAYMENT ACT OF 1943,]

(c) Failure of employer to file return or
pay tax. In case of any failure to make and
file return or pay the tax required by this
subchapter, within the time prescribed by
law or prescribed by the Commissioner In
pursuance of law, unles it is shown that such
failure Is due to reasonable cause and not
due to willful neglect, the addition to the tax
shall not be less than $10.

§ 405.805 Minimum addition to the
tax. If an employer falls to file a return
or pay the tax required to be withheld
within the time prescribed In §§ 405,601
and 405.602, unless It 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 case of failure to file a Re-
turn of Income Tax Withheld on Wages
(Form W-l) 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 failure 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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(c) 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.
Section 2707 o the Internal Revenue Code-

Penalties
(a) Any person who willfully falls to pay,

collect, or truthfully account for and pay over
the tax ' * * * or willully attempts In any
manner to evade or defeat any such tax or
the payment thereof, shall, in addition to
other penaltles provided by law, be liable
to a penalty of the amount of the tax evaded,
or not paid, collected, or accounted for and
paid over, to be assessed and collected in
the same manner as taxes are assessed and
collected. No penalty shall 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-
cliapter 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 penalties
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.

(c) 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
guilty 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.

(d) The term 'person" as used in this
section includes an officer or employee of a
corporation, or a member or employee of a
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 pet
(a) False returns.

the collector- or depu
lent list, return, acco
intent to defeat or ev
meration, or essessme
or,

(b) Neglect to obey
summoned-to appear
and produce books as
3615, neglects to a pp
books-

he shall be fined c
be imprisoned not
both, at the discreti
costs of prosecution.

Sm. 1627. Or A
BY SEC. 2 (a), CURRE3
19431.

All provisions of Is
applicable with resp
by section 1400 shal
and not inconsistent
this subchapter [Sub
be applicable with re
this subchapter.

No. 249--4

Section 1429 of the Internal Revenue Cofc-
Rules and Regulations

* *. * The Conmisloner, with the ap-
proval of the Secretary, shall ak and pub-
lish rules and regulations for the enforce-
meat of thi subchapter.

Section 3791 of the Internat Rcrcnuc Code-
Rules and Regulations

(a) Authorization- (1) In general.
* * the Commirioner, with the ap-

proval of the Eecretary. shall prmerlbo and
publish all needful rulez and regulations for
the enforcement of thi title [Internal Rev-
enue CodeJ.

(2) In case of changc in law. The Com-
missioner may make all such regulations, not
otherwise provided for, as may have become
necessary by reason of any alteration of law
n relation to internal revenue.

(b) Retroactive of regulations or rul-
ings. The Secretary, or the Commtrloner
with the approval of the SEcretary, may pre-
scribe the extent, if any, to which any rul-
Ing. regulatiorf, or Treasury Decision, relating
to the internal revenue lawz, shall be ap-
plied without retroactive effect.

§ 405.806 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-
spect to wages paid on or after January
1, 1945.

[sEAL] JosEPH D. NMrm, Jr.,
Commissioner of Internal Rerenue.

Approved: December 9, 1944.
JOs EPH J. O'CouInIILL, Jr.,

Acting Secretary of the Treasury.

[F. R. Doe. 44-1822; Filed, De. 12, 1944;
11:41 a. ML)

TITLE 30--MNERAL RESOURCES

Chapter VI-Solid Fuels Administration
for War

PAR 602--Gmma OnnRs Aim DicTnvns

DIRECTION TO ALL PERSONS SIPPn1O COAL
PRODUCED I DISTRICT 11

Because the production of coal in Dis-
trict 11 during December may not be

suficient to meet all commitments madeson: by shippers of such coal, It Is necessary,
Delivers or discloses to
ty any false or fraudu- pursuant to SPAW Regulation No. 1
unt, or statement, with (§ 602.1), to Issue the following direction:
ade the valuation, enu- Any shipper of coal produced in District
nt intended to be made; 11, who Is unable to meet in full his Decem-

ber 1944 commitment3 for such coal in hereby
summoAS. Being duly directed to reduce, on a pro rata baslr, to the
to testify, or to appear extent necezsary to meet his December 194
required under section commitments to Industrial consumers having
ear or to produce said less than 90 days' supply and to retail deal-

o ers, his shipments during the balance of

ot exceeding $1,000, or December to these industrial consumere who

exceeding one year, or have more than 120 days' supply. However,
[on of the court, with In no event shall shipments to any such

industrial consumer having more than 120
days' supply be reduced to an amount which
is below 60 percent of the shipper's commit-

.WS APPL=CABLE [AS ADDED ment for Icember 1944 delivery to such"
T T PAYMENT ACT OF consumer.

If, after arranging to reduce his ship-
aw, including penalties, ments as above directed, any rhipper of
ect to the tax imposed District 11 coal still will not have m cluent
, insofar as applicable coal to meet his December 19M4 commitments,
with the provisions of such shipper shall then ;cduce, on a pro

chapter D of Chapter 91 rat, basis, to the extent nccezary to meet
spect to the tax under his December 1944 commitments to Industrial

_Cnsumers having Ic, than 90 days' supply

and to retail dealers, his cIpments during
the D:aance of Decembar to industrial con-
sumera having SO to 120 dayz" supply. How-
ever. In no event shall shipments to any such
industrial consumer having 90 to 120 days'
supply ba reduced to an amount which is
below 80 per cent of the shippes commit-
mant for December 1944 delivery to such
consumer.

If the tonnage made available by such
reductions I insufficient to fulfill all Decem-
bet 1944 commitments to industrial con-
Mumers having less than 0 days supply and
to retail dealers, shippers shall, in co far as
practicable, prorate the available tonnage
among such purcha-er, but n no event shall
thln result In a chipp r supplying to any such
Industrial consumer more than lNO per cent
of his December consumption requirements.

This direction shall become effective
immediately and Shall expire December
31, 1944.

(E.O. 9332, 8 P.R. 5355; E.O. 9125, 7 F-L
2719; Sec. 2 (a), 54 Stat. 676, as amended
by 55 Stat. 236 and 5S Stat. 176)

Issued this 12th day of December 1944.

C. J. PoT,
Deputy Solid Fuels Administrator

for War.

IF. P. Do. 44-IE857; Filed, Dec. 13, 1244;8:55 a.m.]

TITLE 32-NATIONAL DEFENSE

Chapter IX-War Production Board

Auri oarr: Reulatlons in this chapter,
unlc= otherwica noted at the end of doa-
ment affected, lsued under sec. 2 (a), E.
Stat. '76, a amended by 55 Stat. 236 and 5
Stat. 177; E.O. 0024, '7 P.. 323; aO. 9040, 7
F. 52; fO. 9125.7 F.R. 2719: V.PMB. Reg. 1
a amended Dec. 31, 1943, 9 F.. C4.

PanR 1010--SUslqSIo: ORs
[Suspen.sion Order S-662]

I. I GRiGe;

r. L Grlgg, of 207 North 8th Street,
Pasco, Washington, is engaged in the
business of general contracting and con-
struction. In November, 1943, he began
construction of, and thereafter com-,
pleted a warehouse with a 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 L-41;
this violation was the result of gross neg-
ligence. In January of 1944, he entered
Into a contract for the construction of P
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 to be Incorporated
In such construction; however, he pur-
chased In his own name new lumber, a
large part of which was restricted Doug-
las fir and received reinforcing steel bars

-and incorporated them In such construc-
tion, in grossly negligent violation of
Conservation Order L-41. In January of
1944, respondent placed a purchasa order
for 9650 pounds of reinforcing steel b=
for use in the construction of an office
and store building, and used a preference
rating of AA-3 and an allotment symbol
which had been assigned to a defense
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