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0

: -eighth ¢,
‘ o5t ; N&ress, §
e‘rt(). 0 [Apr1.1-24. 1944_] i ¢Cong Sessiun_]
: the Committee on W '
A nton, from ays and
te . Dﬂ?g[m accompany H. R. 4646] Means, submitgeq the foq1
A o repgom mittee 011 Ways and Means, to whom wag referreq ; i
or- rfﬂevi o for Sn'nphﬁcatl%n to_f the individual Income tax hg;ﬁ bill (B, g, 46)
the 0 pmconsi deration, Tepor it back to the Houge Wwithout émentling had the game |
the. g © ot the bill do pass. - - _ nent and recom. i
menhe il i coﬂﬁ{-wd tq the_ simplification Qf the individug] inco ‘
prE ation of this legislation your committee had in ming thlélefgialg'wirlxg o ‘i
. 0 i
. I e
OPri-. j o relieve the great majority of taxpayers from the necessi :
t .
: lhelir income tax. ' . y of computing

g, To reduce the number of tax computations.
3 To simplify the return form.

4 To decrease the number of persons required to file declarations of esti-
mted tax. _ ) ; .

5. To eliminate some of the difficulties and unceftainties in the making of es. i !
ates required for declarations. -‘; -j
The bill accomplishes these objectives without substantially changing the num- |
r of taxpayers or the revenue yield under existing law.

SUMMARY OF CHANGES IN EXISTING LAW.

fisting law, - :
Fist, for the surtax, there is a uniform exemption of $500 per person. Thus
e taxpayer is allowed $500, the taxpayer’s spouse is allowed $500, and there is |
L% allowance for each dependent. - o Jo |
kond, the vietory tax is repealed. The present normal tax and surta }
l
!
[

‘L
To accomplish these objectives, the bill makes several important changes in l1

w0 0t g gingle surtax. A new normal tax of 3 per cent is imposed on

Xrson whose net income exceeds $500. a0 TRTTL AL i the

hu{Emer anew simplified tax table, designated Supplement T, 18 P;ggﬁédo?less
s table may be used by taxpayers with adjusted gross i

' gdjusted gross
ey, 0 Tegardless of the source of their income. . In gefllerfilé’ :éhgonstruc . ! *,
o 'alis' Br08S income less business deductions. The - table ' |

i grg: the taxpayer a standard deduction O .
nil%urth ialncome. The use of this table i8 optiona% ¥50*00
il at th;é‘;af,’ers with adjusted gross incomes Ob .

. > . g 1 deduetions’ v
%ﬁ&en of $5ogpt1°n to claim, in lieu of their actua o espect 10
Vg * the proc : , ifed, effective Wio of a taxs
hfffpaid greﬂﬁﬂt withholding system ‘18 modifi in the €2

Thold, 1L tax
W Moy .07 alter January 1, 1945, 50 a8 0 withhe ximately. 5 10 "
d 0 e is derived.solely from wasts = -~ nity
lEa'u‘éh,t ﬁlﬁifsﬁiblilﬁ to.at legt $§,000?r Hons aTe. g,ivenl %v mt;ppggt‘ilose gi‘:
o, Hof taxpayers filing declarad " axt, f0ll0 file, on
'“ﬁxﬂh}@rygfelamﬁm on or before JanUATY ;f’s neflea'xpayerfsioijﬁ estimated
PR gy, for those on a calendar-year l‘):;‘]e_ inal decla™ "y, "gled 07
AP g ﬁlﬂ@r Dros their final return in leu of mu - -

Jaral:
Eeembeﬁsf;t la_w, the final amgnded declarat
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the'parent 1§ entitlgd to the serwlces of
A B e 15 entitled to his earnings.’ Thfis ril;lexﬁixf; b‘cjgggstotﬂ
‘:;ish%%%%nging-:on' the circumiﬁzﬂggza?nsfstem stems from tl?e i%‘tent of tﬁﬁx
2 5 T i T i : ; re
parties. In! élrﬁuils;:ﬂ:(’) mgite to the ‘semce% Pti hlSn 32112}.1 Thug, ¢ tch 8
b v o arposes, opposite results may ‘i a(’;‘di‘h T L1e ‘Same, ot of erg)
income tax p pghe applicable State law. In a on, such Variatigpg . 1
depending upon the exceptions to'the general rule in each i

; . h
3 " make applicable spect to the tax: Jurigg;,, e
_%gstzspﬂduce additional uncertainty with resp € tax treatmep, 0§t1°n

i . Section 7 of the bill incoxfporates a poli
.ea;-lzllilllng:icgf fgnﬁng;igg;igil‘%ﬂ among the various States in taxatloppg! (;iewh-mﬁ
W y B

performed by ‘@ minor child. y .
_pensatioréiﬁor (S Sv;ﬁe&?se I1;;ectim:1 states the r_ule; with ]’i_'epect t0 in elusion 1
Subsecf t.Il:e amounts received for the child’s services. It amep, dwins
Tiénc?ﬂ?n; to gross income) to provide that such amounts shall be in
re . n
‘the ‘gross income of the

revailg to the effect that'

n
el%t(iiogﬁggg
child. “This ig so even though the compenggy i
received by the child. s a corolary 1t '8 DIOVICHS Ehnt sueh amounts g b o
et Indlad o e 8 oy 8§ the parent ahfl the parent rléglelivtélge Lontrgy

M A T for the purposes of the Federal income tax tpa ¢ %t.

pensation for the services, he child because earned by hi. e amoyy,
‘would be considered to be taxable to the ¢ it ey Y him, ub!
‘section’ likewise provides that expenditures w. fether Iﬁl_flide ﬁylthe parent g,y

child, which are attributable to the earnings oh e child, shall pe COnsidereq &
have been pald or incurred by him. Thus, for the putlﬁmses_ of the Federg) Incopyq
‘tax, regardless of the provisions of the local law, the child is deemeq ¢, be 5

.separate taxpayer subject to the filing requirements as is any othep taxpayey

entitled to a separate exemption for normal tax and surtax, and entitjeq to fake
as deductions the amounts paid out by him or on his behalf where the amoung
‘are attributable to his earnings and are otherwise deductible from grogg ineome
for tax purposes. Under this provision, a ghﬂd would be_ent1tled to take gg de.
~ductions not only expenditures made on his behalf by his parent Wwhich would
commonly ‘be considered as business expenses, but also such Dersonal  deduetiopg
-as were made out of his earnings and in his name. For example, 3 contributioy
made by a parent in the name of a juvenile actor and out of his earnings to 5
charitable organization for indigent members of the acting ‘profession would he
deductible on the return of the child.

Under these provisions, it is contemplated that the parent or guardian of the
-child will cause to be made and filed, and will execute on behalf of the chilg,
‘the required return where the child himself is unable to do s0." The term
“parent” is defined to mean, in this connection, an individual who under local
law is entitled to the services of the child by reason of having parental rights and
duties in respect of the child. il

The policy of taxing compensation earned by a child to such child contemplates
that the tax will be payable out of or charged upon such compensation, This
result follows automatically to the extent the tax is withheld. = With respect
to any tax liability not satisfied through withholding, which is attributable to

,8uch compensation, the amendment provides that the parent ig'to be treated as
having the rights and duties of a fiduciary, to the extent of his rights and
privileges over such income. Though it is explicitly provided that the parent
-shall be considered as acting in a fiduciary capacity in cases where the income
“Includible in the gross income of the child solely by reason of this section, this

provision does not affect or relleve the parent or guardian from any existing

liability,
SECTION 8, ADJUSTED GROSS INCOME.
Subsection (a) of this section amends section 22 of the Code by adding si

section- (n) thereto for the purpose of definin “ Adjusted gross
) g the new concept
income,” which is used in determining the tax under Supplement T. /The %

i
determines whether the optional standard deduction of $500, a8 P ro‘;ieegode
mcﬂf

or business carried on by the taxpayer not conslsting of services P‘i"ﬂ’expenseﬂ

an employee; (2) deduetiong allowed by section 28 which constitut®

S

an el -
ich he lne‘ur8 ]
z}glfivhich he isl
Thus, for €Xamp
pe is reimbursed
dude in his grot
would be entitled
Subsection' (b)
Code, relating tc
amended. to allow
anindividual to t
15 per cent of the
taxpayer's net I
effect of this ame
may be received |
Subsection (c)
the Code, relating
"?tu'ﬂﬂg adjuste;
of the deduction

mugt he ine
deduetion b’



.
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ravel, meals, and lodging pajq o

. : : T incyp
0 e in connection wij I'req
grom BT (3) deductions alloxivlzzdthe Performaneg yb the taxpayer -
employee: R iix st by section 23 ( him ¢ While gayqy
eals, an.d odg - > away from home) vy Other thy, Servicey g ah
incﬂrred in colfme‘C ltohne with the pel'fOYmance of Congigt nses of ave]
reimbursemen or {)l r eXpense-a.HOWance . Vices ag Dién id op
jeductioBs allovv:(x1 U et _under Section 23 which gement it 7 Ié [?]y € under 5
ropalties s (5) deduc 10ns not includeq jp the geq attributap)q tOD oyer; (4)
de'preciatlon and depletion allowegq under sectigp ogc‘tlons before men rentg

operty or to an income beneficigyp ) and (y +
g{lg{o,ﬁ’s (other than those which Wousllaofg G})1~Co()1;le1~ty helq in( ) to g |
i allowed by section 23 as losses from ty .
ihe usual case, therefor_e, the deductiong
come in arriving at adjusted gross inco
enses and losses Wth'h are treated ag |
grty. Thus taxes a'nd interest are deduct
oily as they cons‘qtut@ expenditures attributaple to a
property from which rents or royaltieg are deriveq Trade or business oy tq
plated in this statute is a direct one rather than g i he connectiop contem-
property taxes paid or incurred on reg) remote one. For example,
would be deductible, whereas State income the trade or business
of business profits, would not be deductipje.
This section creates no new deductions : : ;
such of those allowed in Chapter 1 of ch’ (;:(l)lc?e Oﬂir%egggg(érég fiskab Morvag
dauses (1) to (6) above. The circumstance that a particular iteilrll {?Z ggiéhg
in one of the clauses and is also includible in another does not enable tlllje itein
to be twice subtracted in determir ing adjusted gross income.,
The only expenses in connect ion with his employment which are deductible
by.an em_ployee, as distinguished from an individual entrepreneur, are those
which he incurs for travel, me and lodging while away from home, or those
for which he is reimbursed g ly by a separate payment by his employer.
Tus, for example, an employee who ineurs expenses for his employer for which
€18 reimbursed or for which he receives a per diem remuneration, would in-
dude in his gross income the amount of the per diem or reimbursement but
Would be entitled to deduct the amounts paid out by him for e
odgbsecltiop (b) of this section contains an amendme_nbt E{J ?ﬁéCtl?lPhi?SS(s‘ézt;’Ofnﬂ;:
meﬁdgg iti:tlng to the deduction for 7('h{1r1t‘ab'le Contzlhg?rilg‘hﬁé contiiliitioneaE
it 0 allow as a deduction from gross 1?come ibutions does not exceed
dividug] tq the extent that the amount of such contributio
Der cent 5 i income rather than 15 per cent of the
Xayer’ of th? taxpayer’s 3»‘””5“’(]. w54 (ﬁt /of the deduction. The
§ net income computed without the bene

eff i tax benefit which
mgtbof this amendment ig generally to enlarge the qmm}gtc%fari o
be feceived by an individual who makes large gifts t to section 23(x) of
the‘1 %etion (¢) of this section has a similar am(*{ldmeglpt.e the effect of sub-
stitm(')de’ Telating to the deduction for medical expenses. ted without the benefit
" 0fthmg adjusted gross income for net income CQII}I"II ;odical eXpenses which

Tygt Eductiop 4g to increase glightly the amount pf thgd "The medical expense
deuntie feurred before deduction therefor will be “,1110‘([)“;0 ‘the system of Suf;i}:
famyi: ! PYOVision s also amended to COrTespo pill. Under existing fa
the 15 1,°nts which i introduced in section 10 “1121(1?:& is $1,250 in fhenc?tslg gqqe

3 » de e 4 n6) i s

Mluglg Bergoy” ich medical expenses may be d](.'.(lte return, and g,g,.;(lf(} the family-
% Mg ppse 0N, OF g married person filing a SePATE"" . of a head Of LUE. % o mi-
Rin, rled : A ot » in the case€ . family 18 €2
nanee, Dersons filing a joint return, OI lt f the head of the ‘tax exemption:
ThtEd, thgell-‘ Section 10 of the bill, the concepf 121 the terms of -Sfu:)n‘li’ one surfax
i $1 iﬁémlts upon the deduction are ca5. 1o ,pje year ! o surtax exemp:
uoenm tiop 1 5. the maximum deduction for t o if more than o4

D ) =
Iy al]oise?]no“’ed to the taxpayer, and $2,50 bl
' rANDARD DEDUC

o Tus
ldereq busineg

08ses from sales op

vy

gubsection
add a B stand-
3 of the Crosdfn;gz elect to take a '
credits: tandard d"'"SCFL°’éeé’.‘
al i
A efine djusted

(This SECTION 9. OPTIONAL 8
Se
ag:ll) Whigﬁion of the pill amends section 2 .
by duegioPTOVides that certain individual -
aragrap?ln I liey of certain deductions an e aat 1
0 the' (1) of subsection (an) ProV! ,d gross iDCC Ty has an
Sor thee %E.lse of a ta)%payer whose angs:::eof q taxpayer
U5, U 15 $5,000 or more. In TesP

He—Dd

t # life fenant

X

O mbe of Property, 1p

me are limj Yot :

are limiteq to certain busﬁfgssss é;:

el €Xchangeg of prop-
ving at adjusteq 8ross income See the |ast PAREDS

this paragraphfor
what isr eferenced i
the TCJA House Rp
at footnote 168:
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me of less than $5,000, the standard deduction wyin be

841

gross inco: R :
use of the tax table provided in Supplement T, m avayy,
;ﬂrg,‘fsﬁrﬁ'ﬁe‘; as to compute the tax on the adjusted gross incom;l te ta;‘ l?; “hly 1,000 is P%%‘B’dfl?e eeice?g; ttigf{t Where the agqj

5f the bracket. In arriving at the ta% pay able for each bracket, (o 18 lnldme Iy feés f““uﬂ;sor the PUrposes of the % be 8500 pipg (o Btoss gy
o smndar?:kdeg aotion af 10/pen cent of (ha 4d1usted §2054 Incom gy iieis “ﬂg:vl:; Eplz;lsféspel:t to dependents, o mal tax, no“éfeﬁilt’“te;?r?““‘ one.

the bracke! Inj ith revise; 0] 5§ !

% The standard deduction, if slected: by. the. tAXPalEr, s talken il ol " gection, L%&:?)found i o o 0) ot secy; r'“mwﬁmt Such
deductions other than those, which are 10 e subtracted from gy, liey of ,-efel'e”fde for surtax exemptiOnsusband anq i?n 25 of g,
computing adjusted gross income as deflaed in section § of tne biy [Deop, i o PrOVIC> exemption system the amepy ek capits’ 224 to hey (008 to g
in lieu of the credits for taxes of foreign countries and DOSseSl-l' ang , | per €2 Bor dependents. Under the endment 1. VStem, Ag“‘ﬂtam!gmm
United States, credits for taxes withheld at the source unger Siong Ugy eredit ¢ income for the pu UEW provigione L lADges 2 ety g 1y 200
of the Code and credits against net income in respect of iDterie tion 143111@ | aguinsf gﬁt of $500 for himsﬁo?goof the S‘ll‘taia ta; ay:l_ximng law te:t:ﬂm
obligations of thedUl(lét)ed States and Government corporations desiﬁib;, een(;}l’l t}?eﬂﬂsmegarate return is filed and thy 5323“5 St Rot for g1 rﬁﬁﬁ“’“mdlmt:

i an . i y g Se a 'mal gy
thl:1 23]((;’1‘ a(s e) of a taxpayer who has elected to amortize bong prep, L i dependetrlllfu? f$;0%?th§‘rh£: r;%z;,rél r;dhqsso() o e;lcalf 3&' grosgoilllllcome kﬁg
cordance with the provisions of section 125, the deduction fop thimlums iy | is 1.eslsd M Pan exemption of $1000usbana and witp%!;d t wh nd hhwt;
bond premium under such section is deemed to be allowable for amortizagf‘ entlt€' ¢ be claimed as a dependent 1 case nejr. 1010t pepgor s, [NCome
of section 113(b) (1) (H), relating to the adjusted basis of the bop the Durge wife e for instance, has no gross by any othey i ther ‘the usﬁf“ they. arg
taxpayer elects the standard deduction in lieu of such deduction g (ou8h t‘l‘]‘s the ;Zm p'm.t for the taxable year frmlluﬁome and hag fgcll Thig truid' 10T the
tizable bond premium. ey Or the ﬂmo: heii)n where no joint return is filed put thpare,,L In ei;ed more t)m;;1 ;hom

The taxpayer may avail lnmlself of the standard deduction for at n, such spouse would be entitleg tw ere one of the shay, and wigm"‘
year only if he so elects; and if he does elect to take the stapg the tﬁxﬂble rené The other spouse had no gross in 0 claim ap eXempt, leg g € §ity.
for the taxable year, such eleg:tion shall be irrevocable for sueh an? educ“on H:ll-son The rule under existing law tchontle and wag pq I;lgn of §1,0 ‘pg:gte
case of a taxpayer whose adJusted‘gross income, as shown on giedr. In A petween the spouses as they choose or inthe marita) mependent of ang ed
$5,000 or more, the 'stnndard deduction sh{}ll be allowed only if hes }‘etm‘ i return, 18 changed so that where separat claimeq by one spgm May he divideq
his return his election to take such standard deduction in the Signifieg i) | are entitled only to their respective 8500 € Teturng are fileq, ;]lse Ol & separgte
prescribed by the Commissioner with the approval of the Secretary anner f, be one Spouse has no gross income and ig e,f‘;mptwns. It is only iUSbaIld and wife
payer’s adjusted gross income, as shown on his return, is less thay If the tyy, | the other spouse (having no dependents) OL 2 dependent of anu’t‘hthecasawhem
standard deduction shall be allowed only if he elects to pay the ta$5'(-]00’ the | gled by him. Similarly, it is only in the si:ﬁa{- claim $1,000 op axﬁr Derson that

by the tax table in Supplement T'; his election to.pay the tax under sx 1mpog py one spouse and the other spouse hag noa s Wl_‘e‘easepamte Egrt.:te Teturn
T must be made in accordance with regulations prescribed by the Com‘mple,m&ut made into the question of whether the vvifeg?jsS income that inquuym 15 fileq
with the approval of the Secretary, under such supplement, If themlfis.“’““r | parent. However, if the wife, for instance hos €xample, is support ednﬁ'ﬁ,he
gross income shown' on the return is $5,000 or more, but the correct axi just] |, more than half of her support from an indi\;idg'lno 8TOSS income gng é’gﬁhﬂ
less than $5,000, then the election by the taxpayer to take the standarg dgggng i claim a credit for her as a dependent (for examaIWho would not beexitm'ed‘g
shall be deemed to be his election to pay the tax imposed by Supplelﬁelftl?pu would be entitled to the surtax exemption with r!;e.atﬁrst m“siﬂ),thehmhiﬁd
Similazly, a failure to elect to take the standard deduction will constitute g In addition to the exemption of the taxpayer hm;ss,ecelfm Nla ey .
election not to pay the tax imposed by Supplement T. On the other hand II} : exem;_mgn for his spouse under the conditions noted abovand the possible second
the adjusted gross income shown on the return is under §5,000, but the cotreet under the new section, to a $500 exemption for each de e’%tma!e! is entitled,
amount is $5,000 or more, then his election to pay the tax imposed by Supple law adm“p”‘y‘fl may ._-L;um a credit for any person whol_l’:%eent.dn-nde: istin
ment T shall be considered his election to take the standard deduction; andfn lfo;lr‘lvhe(fmthle ;‘ of 18 or physically or mentally incapable poin :&t on him and
a like manner, if he fails to elect to pay the tax imposed by Supplement T, e of exem mx)el‘ £ m\hlfs the chief support. In lien of these teistasl:h;asummt‘'&m1
| shall be deemed to have elected not to take the standard deduction. the {“pgwrl? DS a surtax exemption for every person dosehngﬁmgm
i | In the case of a husband and wife living together, if the net income of om taxpayer ‘pw{ . any of several specified degrees of relationship for whom: ﬂ;b;
it spouse is determined without regard to the standard deduction, the other spot |  term * d(‘pm](h.;llv. h ,‘,m,’f half the support. In addition, it is provided that the
shall not be permitted to avail himself of the standard deduction. For ezl individual is a resi '_{:‘ S not include any nonresident alien individual unless such
if a husband, whose adjusted gross income is shown on his return to be $6000 It is rpqxinf“d A‘w].;m of a country contiguous to the United States,
does not elect to take the standard deduction of $500, his wife with an adjusted thefollowing: relatior flh‘e _dependent be related to the taxpayer within ane of
gross income of $3,500 will be precluded from computing her tax in accordi® | & brother, Figm.‘li;‘.'”{ 1ps; child, the descendants of such child; a stepehild;
with the tax table preseribed in Supplement T. The determination of whetlet | sister; parent or ,:,“]{Oﬂfer or sister by the halfblood, stepbrother or step:
an individual is married and living with his spouse shall be made as of lh; an uncle or aunt - t‘uzxu_ent_ a stepfather or stepmother; @ niece or nephews '
. last day of the taxable year. If one spouse dies during the taxable year, s"ih rother-in-law, or sist ,Sl.““m’]a“’f daughter-in-law, father-in-law, motherin-law,
the date on which such dea the foreg ster-in-law. For the purpose of determining whether any of o

gggsf‘ﬁlg‘atmn, however, will be made as of ] hYIblood_Omg relationships exist a legally adopted child is considered “I:m

The standard deduction is not permitted where a separate return is made L is contemplated b i taxpay ] 'enﬁmiﬁ

a period of less than 12 months under section 47(a) of the Code on account 06 &;}PSUI‘tax PXt’mp{r iloi t?v?r?furgggcltwfomggt?ﬁi?ﬁiu Cogﬁssg\ik éﬁ

change in the accounting period of the taxpayer. 0. 183 ol for q? an additional 1-pstricti(;n on the claiming of the surtax e

Subsections (b), (c¢), and (d) of this section amend sections 162, s t‘ners'hllﬁ for éndep‘"nv‘“‘“f is found in the fact that such exemption may not b

218 of the Code so as to deny to estates, trusts, common trust funds, par ¥ Individual who has, during the taxable year, & gTOsS come

and nonresident aliens and citizens of the United States entitled 0 | Seetion 19 gp 10 Individual is, under section 61 of ntitled
of section 251 the privilege of taking the standard deduction. Surtyy 9\_1 Of the bill, required to file a return and would be entitie

I quegty émption on his own behalf. This rule applies even though the

SECTION 10, CREDITS AGAINST NET INCOME. o Irn the cgge dif‘rwes more than one-half of his support f“’.m.‘%‘;

) end etury . Of @ minor child earning wages of § ‘

adding at € Feetlh | thoygy St be filed by the child and &% credit s allowed

the th i

£ $500. In o Yeq e child recei e-half of his

exeny L fro receives more than one-half o ;
mal ta¥ ™ the parent. Likewise, a father having gross incom® O

Sectlon 10(a) amends section 25(a) of the Code by
a new paragraph to provide a normal tax exemption 0
joint return by husband and wife under section 51, & nor

o~
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