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COMPLEXITIES IN THE COLLECTION OF THE

INCOME TAXES

By CHARLES A. BRODEK,

Mo ber of the New York Bur Assgclntion,
New York vty

' has Deen estimated that the in-

come tax law will directly affect

mors than half a millon citizens

and nllens. Probobiy miltlions will

Lo Ipdirectly aflecred i one way or

gnother by the provisions of the Inw
for pavment of the tax “at the souree”
additivn to those directly and indi
T tandd

I

roctly there ave many who

wil! e concernsd to Kpow whether or
pot they come within the provistons of
the new law o the Hzht of more
than twenty vears' experience in hnn
Ainge tax  questions from  the legul
gl pdpoint, 1 liave songht to set down
the gquestions which wonlid naturally

eomp to the mind of the inguiring citl-
gon and to set down Yoty and insim-
awvers to suell quess

plo fanguage the nn
Ehos,
Preliminary Questions,
G -V hon was this law pagsed? A.—Oct
£ 190 and went Intp effect at once, It

wm £ of the tariff il

forims seetl

), —Does It affect any income I received
pefore the | s passed T A You: It
L ked income from Mareh 1, 1912

(. =Why did the iaw fix Muarch 1. 103,

n4a tho date from which Income was to be
taxed? A, Hoeonusa the United States su-

preme eoltrt ad Welad some years ago thal
the government had no constitutional
power to piss such a law, and [t was
therefora necessary to adopt o eonstitg.
tiopnl amenidment givinge the government
AN 0w er to tax Ineomes. This gonstitutional
amendmsent wint Into offeet the last port
of Febiruary, 1MY and congress thorefore
tuxed fneoges froth the very earliost date
Q—Fns the zovernment the power to
=g o lnw i Oetober, 108 tnxing Income
whilch T recelved Befopes that Jdate? A=
nes been clnimed that this provision of
Ll 4t e tax law v uneongtitutional. bee
miuse ineomse recaived from Mareh to Og-
tobor, 1910, hiad become part of capital ol
e time the ibeome tax law was ponssed

It s unquestionad that the federal govern-
ment has no power to tuMiL man’s capital
directly. Whether this provision of
Inw 18 pneonstitutional s extreémely doubt-
rul

Q ~HMave I the right to refrain from
paving the tax on Income recelved before
the law prssad untll the ecourts have de-
termined whethor this tax wng valld? A—
No: vou must pay the tox next June, and
you eannot await any court's decision,

Q =Dges that mean If this provision s
Invalld 1 wiil what 1 pald to the
government?  A—No. You should pay
that portlon of the tax which relites to
your Income before Octoher. 1915, under
protest. If this feature of the law s held
to be invalid the government will then re-
py to vou this part of the tax. The gov-
erimant has alwiays heen very fair in re-
finding taxes paid under any law found
to be inealtld

Individuals Subject to the Tax.

Q.—What persons nie subject to the tax?
A—Fvery citlzen of the United States,
whether residing at home or abroad, and
every alien reslding in the United States
are taxable upon their entlre net Income
minug epecific exemptions, Every non-
resldent atlen ls taxable upon his net In
come derived from property in the Unlited
Stateg or from carrving on any busihess
or profession in the United States.

Q. —~Who pays the tax? A —~The tax will
bo collected cither direetly from the tax-
payer or through the émployer, agent,
trustes or othar person having control of
hig Income. The latter method is termed
“collectign at the svuree.”

Corporations Subject to the Tax.

(). —What corporations are subloct to the
tax” A.—Every corporation, joint stock
company or aseocintion and every insir-

ance company organlzed In the Tnlted
Stutes is subject to a tax of L per cent
upon ity net Income, and every forelgn

corporiation Is subject to a tax upon Its
pet income from business transacted or
capital inveated within the TTnited States

(QL—Are any conecerng exempt? A.—Yes,

Agriculiural orgnnizations, mutunl sav-
Ings hnka, fraternal beneficiary socle-
tles, bullding lnan associations, cemetery

eompanics and religlous, charlitable, seien-
tific and educational corporntions, busi-
ness leagues, boards of trade and clvie or-
ganlzations are not subject to the tax.
They arne clearly defined In the law, mso
thit other corporatlons may not use thess
exceptions aa a loophole.

Tax Returns,

Q—What individuals are required to
maks tax returns? A.—Every person of

the |

HAVE BEEN MADE CLEAR

paid within 120 days after the close of the
fiscal yeat

Q.--Where the roturn be filed? A,
—An dividual must file the retirn where
resiiles or has his principal place of
A corporatlon or a nonresident

st

| must fite whore the prinelpal place of
| business is focated, anid the trustes, guard-

fnn, esecutor, ete., must file the return
! whors he restdes or where the instrument

under which he acts s recorded

Q. —What must the return contain® A
'Th-‘
and allowances wiielh will be explained
shortly

Q. —~Must the return bo sWworn to? A—
Yes In case of o corporntion the osth or
aflirmation Is made by an ofMeer.

Gross Income.

Q ~What dors gro=s
the ineoe tax lnw? A

income mean under
AFross Income 18

splaries, Wages or
onnl serviee or from
businesses, trade,
Tealingy I real or

deriveld from
eOmipH jon for pers
professions, voo wlans
cominercyd or Suh

neormsy

Kt

persotid property growing out of the own-
| ership or vse of of Interest o real or per-
ponnl property, also intercst. rend, Uivi-
gieouritles, or the transaction of

[UL Business, or gains, profits and

uree whatevo
income include

fromy ey 5=

1"4 ne
L") 1yes Hioss

property

| acquired by gift or by will? A.—=No. ‘but
it includes the income from such prop
erty
Q.—=Will proceads of life insurance pall-

| el paid upon death or pald upon the ma-
turity of a term or upon surrender of a

poliey be included as Income? A.—No
Rates of Taxation.
Q.~What is the rate of taxition? A~

| The normal rate is 1 per cent of the net
Income, and this applies to corporations
as woll na to individuals, In the of
ndividuals having a4 net incomo exceed-

Cise

Ing 32000 the law provides for an addi-
thonal tax

Q. ~Whnt s the rate of the additional
tax agrinst ineomes of individunis? Al
Ope per cent of acunt by which Inecome
exceeds 00,000 but does not excemd §0,006,
® per eotit oun nmopnt by whileh lncome ex
s a0dtie bt does nol os ced 356,000,
T per cent on amonnt by which fpeome ax-
reedds 75,000 bt does not exeeed $100,00; 4
Ty nt an amotint by which Income oXx-
| 1 S0 bt does not exesedl “1) (W
".| (N} wt tny i Vodki'al bl (139

! C ts Fm 0k bt o no* ol S.fduul

fper conloan ammmt v whleh ineome ex
ey 8NN, K

.~ Are corporutions ever lable for the

pdditlonal ax? A —Neyer,

1.—In ealeulating net Ineome for the ad-
ditlonal tax, nre the same deductions
mude ns ln ealoulating net Income for the
narmal tax of 1 per eent? A —=Yes, with
e exorrit b gt I endeulating net In-
come for the additlounl tax nelther dlvi
dends por amopint of ineome on whigh tax
| Is withihield at the sonres will be dodueted,

Exemptions and Deductions.

|
| Qi—Is thers nny exemptien allowed to a
taxable person? A #, $ade; pndd i the
perELn 19 marieil ud TE wilfe lives with |
Wim the oxeriptlon iz S1LOUN puore, inaking
4000 bin ul) The same provigion Is moads
I the peteoan ki the frurn Is i mag-
ricil woman whose husimnd Hves with her
| Q= haesliziyd el ¥ ench ddethict
| the aiblitionnl $LKT A =N Only one
| ded on of H,000 ghull e nilkde [rom the
| ngeregate meome of Husband and wife
| when Hving together
Q=U'nn puardians,  tsostees, executors
ot dediot. the  exemption of 30 for
the benefit of the person for whom they
act? A -Yes

mnade by an
Nepps-
carrylins

Q.=What dwhuctions ean he
|nmw-|u vt for expenses, ete ? A =1
gary axpenses nctually poedd in
on business All intorest puid on in
debtedness. 3 Al natlonal, state, county,
selion! and municipial taxes. 4, All losses
aotually  suetalned o trade or arlping
from fire, storms. or shipwreck and not
compensited by Insurance or otherwise
b Debts due and found worthless and
charged off. 8 Reasanable allowance for
wear and tear, 7 Dividends recelved from
carporations which pany income tax., 8
Amount of fncome on which tax is paid
or withheld at the source, provided such
Income dpeg not excesd 8,000 ar {8 Trregu-
lar ns to time dnd amount. 9 Interest on
obligntions of the T'nlted States, o0 stale
or o politieal subdivision of & stute. 10
Salarles of the present president of th
United States, present judges of the fed-
eral courts and the compensation of all
officers, employees of o stite or o political
subdiviglon of a state, provided the same
Is not pald by the United States govern
ment. 11, The exemption of §3.000 or $4,000
for vouples living together. As above ex-
plalned, these deductlons are allowed In
calculating net Income for the normal thx
For the additional tax ltems 7 and 8 arn
not allowed.

Q.—Can persanal, living or
penses he deducted? A —No

family ex

taxatlon, & 1ax of 1 por oent having been
pald upon the dividends by the corporg-
tion from which they wera received, con-
gresa intended to tax dividends received
by one corporation from another.

Q. —Dweées the present insome tax law
take the plaee of the corporation income
tax law of 1497 A —Yes, but for the
montha of Junuary and February, 1803,
the old corporation income -tAZ law re-
miins in foree The present income fax
law goes Into effect from March 1, 1913

Collection at Source.

Q—What Is meant by
this tnx “uat the source?’ A~The law
provides that all parsons, firms and corpo-

the collection of

griws income and certdin deductions |

riationa paying interest, rent, salurles, an-
nuitijes or other fixed o determinable an-
nua! or periodical gaing prefits and in-
come of any other person excecding 8,000
per venr shall withhold 1 per ¢ent and
pay It to the government as the normal
thx upon that portion of the Income of
the person who wag entitled to receive the

dafined in the stotute oa gaing profits and |
|

- | emption? A

rent, salary, Income, annnity, ¢to
| Q.=If the annual rent oh my lome or
| place of business is £.5% and | know that
the landlord has other Income which
would make him taxnble, shull 1 deduet
1 par cont from my rent? A, you can
only minke the deduction provided the rénl
vou pay exeeeds S840 per yoar, and this
wame principle applies to
rent, salary, micrest, annuities, ete., with
the sole excoprion of inlerest on corporate
lll-llli:-..

Q —TIf the Inturest
amounts o less than

\ A
| avihy

on eorporate bonds
200, must-the-1

per cent be deducted at the source? Al—
Yes; the law provides that where the in-
come s Interest on corporute bonds the
I tax must Le deducted at the source, lrre-
spective of the amount of the Interest
payvment,

Q.—If reot or salary pavahle by me

nmounts to $.00 or less I understand 1
withhiold no tux, but if it amounts to
more than $,000, do 1 withhold the tax on

the e¢xcess or on the whole wmount? A~
You um.in--ut the tax on the whole
ot For example. If rent or salary

due from you amounts to $2,00 or less you
deduct nothing, but If It amounts to $3,600
| you L ust dedudt EBi-—namely, 1 per cent
of the entire $£.E800

‘ Q. —Cyn the person entitled to rent, sal-
ary. Interest. annoity, ete, elalm an ex-

Yes; by fillng a notice with
vou he can clnlm and oblnin nn exemp-
tion of $1aw (oF $,000 if married and with
a wite Hiving with hilm); in that case you
should only deduct the | per ¢ent from
the exeess over the sxemption. or ex-
ample, If a landlord or employvee is en-
titled to 85000 n vear and flles with von an
exempt!ion as n mat cied man amounting tn
000 vou wonld onty deduet $id—namely, 1
per cent on the excess of §1.00

Q —How about the collection of eoupons
on ecarporate bonds? ~The Interest s
to he deducted by the cerporation. The
owner of the coupon must then file a car-
tificate of ownership whth the bank or
other coneern which recelves the coupon
for colleetion, otherwise that bank would
hive to deduct the tax and attach its own
certifcate, glving the name of the owner.
The owner has o right to elalm exemp-
tion up to $£,000 If single or $4,000 £ mar-
ried.  The fortos of certificutes of owrer-
ship and of exemptions hnve been pre-
seribed and may be obtitained from the eol-
lector

Q.—In deducting the tax from rent, sal-
ary and Interest, shall 1T deduct from ench
| payment or wilt until $8,000 has been pald?
| A=1"nder the regulations vou nesl pot
| withhold the tax until such time as the
rent, snlary or Interest shall have reached
an ageregate In excoss of 33060 The tax
subsequently 8 to be deducied from the
full amount or from $3,00 of $4.000 less if
notice of exemption has been filed

Q.—What tax shall be deducted In 16137

A—For the yvear 103 everything s on o
fivessixths basls, because the luw . will
have been In efect for ten months Al

cilculations of exemptions, deductions, in-
comue, ete., for 13 shall be token ut five-
Bixths  of the whole annunl amount In
ahth enge

Q. —Bupposze the landlord or emplovee
entitled to receive more than 5,000 4 year
has business cxpenses, losses, ete., which
bring hia net income belcw $1000 in il
cin le, by fling o statement of suels busls
nesY expenscs, logses, ete., obtuln a full
payment from me without deduction? A.—
No. You must still deduct L per cent. e
will be entitled to obtaln tho benedt of
such deduetion by application to the col

lectar,

—=What do 1 do with the amounts [
doduet from payvments of saldary, interest,
rent, anntity, &te.? A~=You hold them
and make separate returns for such de-

Auetion at the Limo you muke your
own return. You pay the amolint of the
deductions to the collector bhetween June
1 and June 30, Individusals and ecorpora-
tlons will be notifled of the amount upon
which they are liable on or befors June 1

Publicity of Returns.

Q.—Are the returns mude by an indlvid-
ual or corporation open to the lnspection
of the publle? A.—All returns, whether
by fndividualy ar corporntions, are publie
records, but they may be Inspected only
the order of the prosident onder
riles-and regulntions to- b pregerthoed by

sivme
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THANKSGIVING

AND CHRISTMAS'!
Both
Holiday
Events

Just Around The

If you buy now you will have new fur-
niture for both festive occasions, and if
you buy this week you will have the added
advantage of getting the pony votes for
your favorite.

Corner!

There is no more complete stock of fur-
niture to be found in this section than you
will see our mammoth store room and

storage houses.

We have every-
thing you can possi-
bly want in Mahog-
any, BirdseyeMaple,
Qak, and all the pop-
ular woods and fin-

ishes at right prices

I you want Living Room, Dining Room,
Bath Room, Bed Room Hall or Kitchen
Furniture you cannot afford to buy before
getting our prices.
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