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Subtitie C—Employment Taxes

CraPTER 21, Federal insuranee contributions act.

Cuarrer 22. Railroad retirement tax act.

Cuarrer 23. Federal unemployment tax act.

Cnarrer 24. Collection of income tax at source on wages.
Cuaprer 25, General provisions relating to employment taxes.

CHAPTER 21—FEDERAL INSURANCE CONTRIBU-
TIONS ACT

SuecHaPTER A, Tax on employees.
SvpcHaPTER B. Tax on employers.
Svecnarrer C. General provisions.

Subchapter A—Tax on Employees

See. 3101. Rate of tax.
Sec. 3102. Deduction of tax from wages.

SEC. 3101. RATE OF TAX.

In addition to other taxes, there is hereby imposed on the income of
every individual a tax equal to the following percentages of the wages
(as defined in section 3121 (a)) reeceived by him with respect to
employment (as defined in section 3121 (b){-—-

(1) with respect to wages received during the ealendar years

1955 to 1959, both inclusive, the rate shall be 2 percent;

(2) with respect to wages received during the calendar years

1960 to 1964, both inclusive, the rate shall be 2% percent;

(3) with respect to wages received during the calendar years 1965
to 1969, both inclusive, the rate shall be 3 percent;
(4) with respect to wages received after December 31, 1969, the
rate shall be 3} percent. _
SEC. 3102. DEDUCTION OF TAX FROM WAGES.

(a) RequiremeNnT.—The tax imposed by section 3101 shall be col-
lected by the employer of the taxpayer, by dedueting the amount of
the tax from the wages as and when paid.

(b) InpeEmNIFIcATION OF EmpLOoYER—Every employer required so
to deduct the tax shall be liable for the payment of such tax, and shall
be indemnified against the claims and demands of any person for the
amount of any such payment made by such employer.
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Subchapter B—Tax on Employers

Sec. 3111. Rate of tax.
Sec. 3112. Instrumentalities of the United States.

SEC. 3111. RATE OF TAX.

In addition to other taxes, there is hereby imposed on every em-
ployer an excise tax, with respect to having individuals in his employ,
equal to the following percentages of the wages (as defined in section
3121 (a)) paid by him with respect to employment (as defined in
section 3121 (b))—

(1) with respect to wages paid during the calendar years 1955
to 1959, both inclusive, the rate shall be 2 percent;

(2) with respect to wages paid during the calendar years 1960
to 1964, both inclusive, the rate shall be 2% percent;

(8) with respect to wages paid during the calendar years 1965
to 1969, both inclusive, the rate shall be 3 percent;

(4) with respect to wages paid after December 31, 1969, the rate
shall be 3% percent.

SEC. 3112. INSTRUMENTALITIES OF THE UNITED STATES.

Notwithstanding any other provision of law (whether enacted before
or after the enactment of this section) which grants to any instru-
mentality of the United States an exemption from taxation, such
instrumentality shall not be exempt from the tax imposed by section
3111 unless sueh other provision of law grants a specific exemption,
by reference to section 3111 (or the corresponding section of prior
law), from the tax imposed by such section.

§ 3111
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Subchapter C—General Provisions

See. 3121. Definitions.

Sec. 3122. Federal service.

Seec. 3123. Deductions as constructive payments.
See. 3124. Estimate of revenue reduction.

See. 3125. Short title.

SEC. 3121. DEFINITIONS,

(a) Wages.—For purposes of this chapter, the term ‘‘wages”
means all remuneration for employment, including the cash value of
all remuneration paid in any medium other than cash; except that
such term shall not include— '

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the sueceedingl paragraphs
of this subsection) equal to $3,600 with respect to employment has
been paid to an individual by an employer during any calendar year,
is paid to such individual by such employer during such ecalendar
year. If an employer (hereinafter referred to as successor em-
ployer) during any calendar year acquires substantially all the
property used in a trade or business of another employer (herein-
after referred to as a predecessor), or used in a separate unit of a
trade or business of a predecessor, and immediately after the acqui-
sition employs in his trade or business an individual who imme-
diately prior to the acquisition was employed in the trade or business
of such predecessor, &en, for the purpose of determining whether
the successor employer has paid remuneration (other than remuner-
ation referred to in the succeeding paragraphs of this subsection)
with respeet to employment equal to $3,600 to such individual dur-
ing such calendar year, any remuneration (other than remuneration
re%erred to in the succeeding paragraphs of this subsection) with
respect to employment paid (or considered under this paragraph as
having been paid) to such individual by such predecessor during
such calendar year and prior to such acquisition shall be considered
as having been paid by such successor employer;

(2) the amount of any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide for
any such payment) made to, or on behalf of, an em foyee or any of
his dependents under a plan or system estaialished%y an employer
which makes provision for his employees generally (or for his em-

loyees generally and their dependents) or for a class or classes of
is employees (or for a class or classes of his employees and their
dependents), on account of—

(A) retirement, or

(B) sickness or accident disability, or

(C) medical or hospitalization expenses in connection with

sickness or accident disability, or

(D) death;

(3) any payment made to_an employee (including any amount
paid by an employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement;

§ 3121(a)(3)



418 INTERNAL REVENUE CODE OF 1054

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sick-
ness or accident disability, made by an emplover to, or on behalf
of, an employee after the expiration of 6 calendar months following
the last calendar month in which the employee worked for such
employer;

(5) any payment made to, or on behalf of, an employee or his
beneficiary—

(A) from or to a trust described in section 401 (a) which is
exempt from tax under section 501 (a) at the time of such pay-
ment unless such payment is made to an employee of the trust
as remuneration for services rendered as such employee and not
as a beneficiary of the trust, or

(B) under or to an annuity plan which, at the time of such
pagn(le;lt, meets the requirements of section 401 (a) (3), (4), (5),
and (6);

(6) the payment by an employer (without deduction from the
remuneration of the employee)—

(A) of the tax imposed upon an employee under section 3101
(or the corresponding section of prior law), or

(B) of any payment required from an employee under a State
unemployment compensation law;

(7{ (A) remuneration paid in any medium other than cash to an
employee for service not in the course of the employer’s trade or
business or for domestic service in a private home of the employer;

(B) cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home of
the employer, if the cash remuneration paid in the quarter for such
service is less than $50 or the employee is not regularly employed
by the employer in such quarter of payment. For purposes of this
subparagraph, an employee shall be deemed to be regularly em-
ployed by an employer during a calendar quarter only if—

(i) on each of some 24 days during the quarter the employee
performs for the employer for some portion of the day domestic
service in a private ﬁome of the employer, or

(ii) the employee was regularly employed (as determined under
clause (i)) by the employer in the performance of such service
during the preceding calendar quarter.

As used in this subparagraph, the term “domestic service in a private
home of the employer” does not include service deseribed in sub-
section (g) (5);

(8) remuneration paid in any medium other than cash for agri-
cultural labor;

(9) any payment (other than vacation or sick pay) made to an
employee after the month in which he attains the age of 65, if he
did not work for the employer in the period for which such payment
is made; or

(10) remuneration paid by an employer in any calendar quarter
to an employee for service described in subsection (d) (3) (C)
(relating to home workers), if the cash remuneration paid in such

uarter by the employer to the employee for such service is less
than $50.

§ 3121(a)(4)
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(b) Emproymexnt.—For purposes of this chapter, the term “‘employ-
ment’’ means any service performed after 1936 and prior to 1955 which
was employment for pur{poses of subchapter A of chapter 9 of the
Internal Revenue Code of 1939 under the law applicable to the period
in which such service was performed, and any service, of whatever
nature, performed after 1954 either (A) by an employee for the person
employing him, irrespective of the citizenship or residence of either,
(i) within the United States, or (i) on or in connection with an Ameri-
can vessel or American aircraft under a contract of service which is
entered into within the United States or during the performance of
which and while the employee is employed on the vessel or aireraft it
touches at a port in the United States, if the employee is employed on
and in connection with such vessel or aireraft when outside the United
States, or (B) outside the United States by a citizen of the United
States as an employee for an American employer (as defined in sub-
section (h)); except that, in the case of service performed after 1954,
such term shall not inelude—

(1) (A) agricultural labor (as defined in subsection (g)) performed
in any calendar quarter by an employee, unless the cash remun-
eration paid for such labor (other than service deseribed in sub-
paragraph (B)) is $50 or more and such labor is performed for
an employer by an individual who is regularly employed by such
employer to perform such agricultural labor. For Eurpo ses of
this subparagraph, an individual shall be deemed to be regularly
employed by an employer during a calendar quarter only if—

(1) sucE indivigual performs agricultural labor (other than
service described in subparagraph (B)) for such employer on a
full-time basis on 60 days during such quarter, and

(ii) the guarter was immediately preceded by a qualifying
quarter.

For purposes of the preceding sentence, the term “qualifying

quarter’” means—

(I) any quarter during all of which such individual was con-
tinuously employed by such employer, or

(II) any subsequent quarter which meets the test of clause (1)
if, after tﬁe last quarter during all of which such individual was
continuously employed by such employer, each intervening
quarter met the test of clause (i).

Notwithstanding the preeeding provisions of this subparagraph, an

individual shall also be deemed to be regularly employed an

employer during a calendar quarter if such individual was arly
employed (upon applieation of elauses (i) and (ii)) by such em-
plo%er during the preceding ealendar quarter; ;

(B) service performed in conneetion with the production or
harvesting of any commodity defined as an agricultural commodity
m section 15 (ggr of the Agricultural Marketing Act, as amended
(46 Stat. 1550, § 3; 12 U. gS C. 1141j), or in connection with the
ginning of cotton;

(O) service performed by foreign agricultural workers under
contracts entered into in accordance with title V of the Agricultural
Act of 1949, as amended (65 Stat. 119; 7 U. S. C. 1461-1468);

(2) domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is

§ 3121(b)(2)
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enrolled and is regularly attending classes at a school, college, or
university;

(3) service not in the course of the employer’s trade or busi-
ness performed in any calendar quarter by an employee, unless
the cash remuneration paid for such service is $50 or more and
such service is performed by an individual who is regularly em-
ployed by such employer to perform such service. For purposes
of this paragraph, an individual shall be deemed to be regularly
emplozed by an employer during a calendar quarter only if—

(A) on each of some 24 days during such quarter such individual
performs for such employer for some portion of the day service
not in the course of the employer’s trade or business, or

(B) such individual was regularly employed (as determined
under subparagraph (A)) by such employer in the performance
of such service during the preceding calendar quarter.

As used in this paragraph, the term “service not in the course of
the employer’s trade or business” does not include domestic service
in a private home of the employer and does not include service
described in subsection (g) (5);

(4) service performed by an individual in the employ of his son,
daughter, or spouse, and service performed by a child under the
age of 21 in the employ of his father or mother;

(6) service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with
an aircraft not an American aivcraft, if the individual is employed
on and in connection with such vessel or aireraft when outside
the United States;

(6) service performed in the employ of any instrumentality
of the United States, if such instrumentality is exempt from the
tax imposed by section 3111 by virtue of any provision of law
which specifically refers to such section (or the corresponding
section of prior law) in granting such exemption;

(7) (A) service performed in the employ of the United States or
in the employ of any instrumentality of the United States, if such
service is covered by a retirement system established by a law of
the United States;

(B) service performed in the employ of an instrumentality of
the United States if such an instrumentality was exempt from the
tax imposed by section 1410 of the Internal Revenue Code of 1939
on December 31, 1950, except that the provisions of this subpara-
graph shall not be applicable to—

(i) service performed in the employ of a corporation which is
wholly owned by the United States;

(ii) service performed in the employ of a national farm loan
association, a production credit association, a Federal Reserve
Bank, or a Federal Credit Union;

(iii) service performed in the employ of a State, county, or
community committee under the Commodity Stabilization Serv-
ice; or -

(iv) service performed by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Army and
Air Force Exchange Service, Army and Air Force Motion Picture
Service, Navy Exchanges, Marine Corps Exchanges, or other
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activities, conducted by an instrumentality of the United States

subject to the jurisdiction of the Secretary of Defense, at installa-

tions of the I;epart.ment. of Defense for the comfort, pleasure,
contentment, and mental and physical improvement of personnel
of such Department; :

(') service performed in the employ of the United States or in
the employ of any instrumentality of the United States, if such
service is performed—

(i) as the President or Vice President of the United States or as
a Member, Delegate, or Resident Commissioner, of or to the
Congress;

(i1) in the legislative branch;

(ii1) in the field service of the Post Office Department unless
performed by any individual as an employee who is excluded by
Executive order from the operation of the Civil Service Retire-
ment Act of 1930 (46 Stat. 470; 5 U. S. C. 693) because he is
serving under a temporary appointment pending final determina-
tion of eligibility for permanent or indefinite appointment;

(iv) in or under the Bureau of the Census of the Department
of Commerce by temporary employees employed for the taking
of any census;

(v) by any individual as an employee who is excluded by
Executive order from the operation of the Civil Service Retire-
ment Act of 1930 (46 Stat. 470; 5 U. S. C. 693) because he is
paid on a contract or fee basis;

(vi) by any individual as an employee receiving nominal com-
pensation of $12 or less per annum;

(vil) in a hospital, home, or other institution of the United
States by a patient or inmate thereof;

(viil) by any individual as a consular agent appointed under
authority of section 551 of the Foreign Serviee Act of 1946
(60 Stat. 1011; 22 U. S. C. 951);

(ix) by any individual as an employee included under section
2 of the Act of August 4, 1947 (relating to certain interns, student
nurses, and other student employees of hospitals of the Federal
Government) (61 Stat. 727; 5 U. S. C. 1052);

(x) by any individual as an employee serving on a temperary
basis in case of fire, storm, earthquake, flood, or other similar
emergency;

(xi) by any individual as an employee who is employed under
a Federal relief program to relieve him from unemp]gyment;

(xii) as a member of a State, county, or community committee
under the Commodity Stabilization Service or of any other board,
council, committee, or other similar body, unless such board,
council, committee, or other body is composed exclusively of
individuals otherwise in the full-time employ of the United
States; or

(xiii) by an individual to whom the Civil Service Retirement
Act of 1930 (46 Stat. 470; 5 U. 8. C. 693) does not apply because
such individual is subject to another retirement system;

(8) service (other than service which, under subsection (j), con-
stitutes covered transportation service) performed in the empioy of
a State, or any political subdivision thereof, or any instrumentality

§ 3121(H) (8)
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of any one or more of the foregoing which is wholly owned by one
or more States or political subdivisions;

(9) (A) service performed by a duly ordained, commissioned, or
licensed minister of a church in the exercise of his ministry or by a
member of a religious order in the exercise of duties required by
such order;

(B) serviee performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c) (3)
which is exempt from inecome tax under section 501 (a), but this
subparagraph shall not apply to service performed during the period
for which a certificate, filed pursuant to subsection (k) (or the
corresponding subsection of prior law), is in effect if such service is
performed by an employee—

(i) whose signature appears on the list filed by such organi-
zation under subsection (k) (or the corresponding subsection of
prior law), or

(i) who became an employee of such organization after the
calendar quarter in which the certificate was filed;

(10) service performed by an individual as an employee or
employee representative as defined in section 3231;

(11) (A) service performed in any calendar quarter in the employ
of any organization exempt from income tax under section 501 (a)
(other than an organization described in section 401 (a)) or under
section 521, if the remuneration for such service is less than $50;

(B) service performed in the employ of a school, college, or uni-
versity if such service is performed gy a student who is enrolled and
is regularly attending classes at such school, college, or university;

(12) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative) ;

(13) service performed in the employ of an instrumentality
wholly owned by a foreign government—

(A) if the service is of a character similar to that performed in
foreign countries by employees of the United States Government
or of an instrumentality thereof; and

(B) if the Secretary of State shall certify to the Secretary
that the foreign government, with respect to whose instrumen-
tality and employees thereof exemption is claimed, grants an
equivalent exemption with respect to similar service performed
in the foreign country by employees of the United States Gov-
ernment and of instrumentalities thereof;

(14) service performed as a student nurse in the employ of a
hospital or a nurses’ training school by an individual who is en-
rolled and is regularly attending classes in a nurses’ training school
chartered or approved pursuant to State law; and service performed
as an intern in the employ of a hospital by an individual who has
completed a 4 years’ course in a medical school chartered or ap-
proved pursuant to State law;

(15) service performed by an individual in (or as an officer or
member of the crew of a vessel while it is engaged in) the catch-
ing, taking, harvesting, cultivating, or farming o% any kind of fish,
shehﬁsh, crustacea, sponges, seaweeds, or other aquatic forms of
animal and vegetable life (including service performed by any
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such individual as an ordinary incident to any such aetivity),

except—

IEA) service performed in connection with the eatching or tak-
ing of salmon or halibut, for commercial purposes, and

(B) service performed on or in connection with a vessel of more
than 10 net tons (determined in the manner vided for deter-
mining the register tonnage of merchant vessels under the laws of
the United States);

(16) (A) service performed by an individual under the age of 18
in the delivery or distribution of newspapers or shopping news, not
including delivery or distribution to any point for subsequent
delivery or distribution;

(B) service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is guaranteed a minimum amount of compensation for such
service, or is entitled to be eredited with the unsold newspapers
or magazines turned back; or
 (17) service performed in the employ of an international organ-
ization.

(¢) INcLupEDp AND ExcLupep Service.—For purposes of this
chapter, if the services performed during one-half or more of any
pay period by an employee for the person employing him constitute
employment, all the services of such employee for such period shall
be deemed to be employment; but if the services performed during
more than one-half of any such pay period by an employee for the
person employing him do not constitute employment, then none of
the services of such employee for such period shall be deemed to be
employment. As used in this subsection, the term “pay period”
means a period (of not more than 31 eonsecutive days) for which a
payment of remuneration is ordinarily made to the employee by the
person employing him. This subseetion shall not applicable
with: respect to services performed in a pay period by an employee
for thé person employing him, where any of such service is excepted
by subseetion (b) (10).

(d) Emproyee.—For purposes of this chapter, the term “employee”
means—

(1) any officer of a corporation; or

(2) any individual who, under the usual common law rules
applicable in determining the employer-employee relationship, has
the status of an employee; or

(3) any individual (other than an individual who is an employee
under paragraph (1) or (2)) who performs services for remuneration
for anx person—

(A) as an agent-driver or commission-driver engaged in dis-
tributing meat products, vegetable products, fruit products,
bakery products, beverages (other than milk), or laundry or dry-
cleaning services, for his prineipal;

(B) as a full-time life insurance salesman;
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(C) as a home worker performing worlk, according to specifica-
tions furnished by the person for whom the services are performed,
on materials or goods furnished by such person which are re-
quired to be returned to such person or a person designated by
him, if the performance of such services is subject to licensing
requirements under the laws of the State in which such services
are performed; or

(D) as a traveling or city salesman, other than as an agent-
driver or commission-driver, engaged upon a full-time basis in
the solicitation on behalf of, and the transmission to, his principal
(except for side-line sales activities on behalf of some other
person) of orders from wholesalers, retailers, contractors, or
operators of hotels, restaurants, or other similar establishments
for merchandise for resale or supplies for use in their business
operations;

if the contract of service contemplates that substantially all of such
services are to be performed personally by such individual; except
that an individual shall not be included in the term ‘“employee”
under the provisions of this paragraph if such individual has a
substantial investment in facilities used in connection with the
performance of such services (other than in facilities for transporta-
tion), or if the services are in the nature of a single transaction not
part of a continuing relationship with the person for whom the
services are performed.

(e) SraTe, Unitep States, axp Crrizen.—For purposes of this
chapter—

(1) StaTe.—The term “State’” includes Alaska, Hawaii, the
District of Columbia, Puerto Rico, and the Virgin Islands.

(2) Unitep staTES.—The term ‘“United States” when used in a
geographical sense includes Puerto Rico and the Virgin Islands.

An individual who is a citizen of Puerto Rico (but not otherwise a
citizen of the United States) shall be considered, for purposes of this
section, as a citizen of the United States.

(f) AMeEricaN Vessen anp Aircrarr.—For purposes of this chap-
ter, the term ‘“American vessel” means any vessel documented or
numbered: under the laws of the United States; and includes any
vessel which is neither documented or numbered under the laws of
the United States nor documented under the laws of any foreign
country, if its crew is employed solely by one or more citizens or resi-
dents of the United States or corporations organized under the laws of
the United States or of any State; and the term “American aircraft”
means an aircraft registered under the laws of the United States.

(g) AcricurruraL LiaBor.—For purposes of this chapter, the term
“agricultural labor” includes all service performed—

(1) on a farm, in the employ of any person, in connection with
cultivating the soil, or in connection with raising or harvesting any
agricultural or horticultural commodity, including the raising,
shearing, feeding, caring for, training, and management of livestock,
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, conservation,
improvement, or maintenance of such farm and its tools and equip-
ment, or in salvaging timber or clearing land of brush and other

§ 3121(d) (3) (C)



CH. 21—TFEDERAL INSURANCE CONTRIBUTIONS ACT 425

debris left by a hurricane, if the major part of such service is per-

formed on a farm;

(3) in connection with the production or harvesting of any com-
modity defined as an agricultural commodity in section 15 (g) of
the Agricultural Marketing Act, as amended (46 Stat. 1550, § 3; 12
U. S. C. 1141j), or in connection with the ginning of cotton, or in
connection with the operation or maintenance of ditches, canals,
reservoirs, or waterways, not owned or operated for profit, used
exclusively for supplying and storing water for farming purposes;

(4) (A) in the employ of the operator of a farm in handling,
planting, drying; packing, packaging, processing, freezing, grading,
storing, or delivering to storage or to market or to a carrier for trans-
portation to market, in its unmanufactured state, any agricultural
or horticultural commodity; but only if such operator produced
more than one-half of the commodity with respect to which such
gervice is performed;

(B) in the employ of a group of operators of farms (other than a
cooperative organization) in the performance of service deseribed
in subparagraph (A), but only if such operators produced all of the
commodity with respeet to which such service is performed. For
purposes of this subparagraph, any unincorporated group of oper-
ators shall be deemed a cooperative organization if the number of
operators comprising such group is more than 20 at any time during
the calendar quarter in which such service is performed;

(C) the provisions of subparagraphs (A) and (B) shall not be
deemed to be applicable with respect to service performed in con-
nection with commercial canning or commercial freezing or in con-
nection with any agricultural or horticultural commodity after its
delivery to a terminal market for distribution for consumption; or

(5) on a farm operated for profit if such service is not in the
course of the employer’s trade or business or is domestic service in a
private home of the employer.

As used in this subsection, the term “farm” includes stock, dairy,
poultry, fruit, fur-bearing animal, and truek farms, plantations,
ranches, nurseries, ranges, greenhouses or other similar structures used
primarily for the raising of agricultural or horticultural commodities,
and orchards. *

(h) AmericaAN EmprLoveEr.—For purposes of this chapter, the term
“American employer’” means an employer which is—

(1) the United States or any instrumentality thereof,

(2) an individual who is a resident of the United States,

(3) a partnership, if two-thirds or more of the partners are resi-
dents of the United States,

(4) a trust, if all of the trustees are residents of the United
States, or :

(5) a corporation organized under the laws of the United States
or of any State.

(i) Compurarion oF WaGes ix Cerrain Cases.—For purposes of
this chapter, in the case of domestic service described in subsection
(a) (7) (B), any payment of cash remuneration for such service which
is more or less than a whole-dollar amount shall, under such conditions
and to such extent as may be preseribed by regulations made under
this chapter, be computed to the nearest dollar. For the purpose of

§ 3121 (i)
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the computation to the nearest dollar, the payment of a fractional
part of a dollar shall be disregarded unless it amounts to one-half
dollar or more, in which case it shall be inereased to $1, The amount
of any payment of cash remuneration so computed to the nearest
dollar shall, in lieu of the amount actually paid, be deemed to consti-
t(:u)te(’?‘gh?}3 smmount of cash remuneration for purposes of subsection
a ;

(j) CoverEp TransPorTATION SERVICE.—For purposes of this
chapter—

(1) EXI1STING TRANSPORTATION SYSTEMS—GENERAL RULE,—Ex-
cept as provided in paragraph (2), all service performed in the
employ of a State or political subdivision in connection with its
operation of a public transportation system shall constitute covered
transportation service if any part of the transportation system was
acquired from private ownership after 1936 and prior to 1951.

(2) EXISTING TRANSPORTATION SYSTEMS—(ASES IN. WHICH NO
TRANSPORTATION EMPLOYEES, OR ONLY CERTAIN EMPLOYEES, ARE
covERED,—Service performed in the employ of a State or political
subdivision in connection with the operation of its public trans-
portation system shall not constitute covered transportation

- service if— '

(A) any part of the transportation system was acquired from
private ownership after 1936 and prior to 1951, and substantially
all service in connection with the operation of the transportation
system was, on December 31, 1950, covered under a general
retirement system providing benefits which, by reasen of a pro-
vision of the State constitution dealing specifically with retire-
ment systems of the State or political subdivisions thereof, can-
not, be diminished or impaired; or

(B) no part of the transportation system operated by the State
or political subdivision on December 31, 1950, was acquired from
private ownership after 1936 and prior to 1951; ' -

except that if such State or political subdivision makes an acqui-
sition after 1950 from private ownership of any part of its trans-
portation system, then, in the case of any employee who— |

. (C). became an employee of such State or political subdivision

in connection with and at the time of its acquisition after 1950

of such part, and

(D) prior to such acquisition rendered service in employment
(including as employment service covered by an agreement under
section 218 of the Social Security Aet) in connection with the
operation of such part of the transportation system acquired by
the State or political subdivision,

the service of such employee in connection with the operation of
the transportation system shall constitute covered transportation
service, commencing with the first day of the third calendar quarter
following the calellfl]far quarter in which the acquisition of such part
took place, unless on such first day such service of such employee
is covered by a general retirement system which does not, with
respect, to such employee, contain special provisions applicable only
to employees described in subparagraph (C).

(3) TRANSPORTATION SYSTEMS ACQUIRED AFTER 1950.—All service
performed in the employ of a State or political subdivision thereof
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in connection with its operation of a public transportation system
shall constitute covered transportation service if the transporta-
tion system was not operated by the State or political subdivision
prior to 1951 and, at the time of its first acquisition (after 1950)
from private ownership of any part of its transportation system,
the State or political subdivision did not have a general retirement
system covering substantially all service performed in connection
with the operation of the transportation system.

(4) Derinitions.—For purposes of this subsection—

(A) The term “generallj retirement system’” means any pension,
annuity, retirement, or similar fund or system established by a
State or by a political subdivision thereof for employees of the
State, political subdivision, or both; but such term shall not
include such a fund or system which covers only service performed
in positions connected with the operation of its public transpor-
tation system.

(B) A transportation system or a part thereof shall be con-
sidered to have been acquired by a State or political subdivision
from private ownership if prior to the acquisition service per-
formeg by employees in connection with the operation of the
system or part thereof acxlired constituted employment under
this chapter or subchapter A of chapter 9 of the Internal Revenue
Code of 1939 or was covered by an agreement made pursuant to
section 218 of the Social Security Act and some of such em-
ployees became employees of the State or political subdivision
in conuection with and at the time of such aequisition.

(C% The term “political subdivision” includes an instrumental-
ity of—

: (i) a State,
. (i1) one or more political subdivisions of a State, or
(i11) a State and one or more of its political subdivisions.
(k) Exemprion oF Revicious, CHARITABLE, AND CERTAIN OTHER
ORGANIZATIONS.— ;

(1) WAIVER OF EXEMPTION BY ORGANIZATION.—AN organiza-
tion described in section 501 (¢) (3) which is exempt from income
tax under section 501 (a) may file a certificate (in such form and
manner, and with such official, as may be prescribed by regulations
made under this chapter) certifying that it desires to E:ve the
insurance system established by title IT of the Social Security Act
extended to service performed by its employees and that at least
two-thirds of its employees concur in the filing of the certificate.
Such certificate may be filed only if it is accompanied by a list con-
taining the signature, address, and social security account number
(if any) of each employee who concurs in the filing of the certificate.
Such list may be amended, at any time prior to the expiration of the
first month following the first calendar quarter for which the certifi-
cate is in effect, by fﬁing with such official a supplemental list or lists
containing the signature, address, and social security account num-
ber (if any) of each additional employee who concurs in the filing of
the certificate. The list and any supplemental list shall be ﬁle§ in
such form and manner as may be prescribed by re tions made
under this chapter. The certificate shall be in effect (for purposes of
subsection (b) (9) (B) and for purposes of section 210 (a) (9) (B) of
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the Social Security Act) for the period beginning with the first day
following the close of the calendar quarter in which such certificate
is filed, The period for which a certificate filed pursuant to this
subsection or the corresponding subsection of prior law is effective
may be terminated by the organization, effective at the end of a
calendar quarter, upon giving 2 years’ advance notice in writing,
but only if, at the time of the receipt of such notice, the certificate
has been in effect for a period of not less than 8 years. The notice
of termination may be revoked by the organization by giving, prior
to the close of the calendar quarter specified in the notice of termina-
tion, a written notice of such revocation. Notice of termination
or revoeation thereof shall be filed in such form and manner, and
with such official, as may be prescribed by regulations made under
this chapter.

(2) TERMINATION OF WAIVER PERIOD BY SECRETARY OR HIS
pELEGATE.—If the Secretary or his delegate finds that any organi-
zation which filed a certificate pursuant to this subsection or the
corresponding subsection of prior law has failed to comply sub-
stantially with the requirements applicable with respect to the
taxes imposed by this chapter or the corresponding provisions of
prior law or is no longer able to eomply with the requirements
applicable with respect to the taxes imposed by this chapter, the
Secretary or his delegate shall give such organization net less than
60 days’ advance notice in writing that the period eovered by such
certificate will terminate at the end of the calendar quarter specified
in such notice. Such notice of termination may be revoked by the
Seeretary or his delegate by giving, prior to the close of the calendar
quarter specified in the notice of termination, written notice of
such revocation to the organization. No notice of termination or
of revocation thereof shall be given under this pamgmph to an
organization without the prior concurrence of the Secretary of
Health, Education, and Welfare,

(3) No RENEWAL OF WAIVER.—In the event the period covered
by a certificate filed pursuant to this subsection or the correspondin
subsection of prior law is terminated by the organization, no certif-
icate may again be filed by such organization pursuant to this
subsection.

SEC. 3122. FEDERAL SERVICE.

In the case of the taxes imposed by this chapter with respect to
service performed in the employ of the United States or in the employ
of any instrumentality which 1s wholly owned by the United States,
the determination whether an individual has performed service which
constitutes employment as defined in section 3121 (b), the determina-
tion of the amount of remuneration for such service which constitutes
wages as defined in section 3121 (a), and the return and anment of
the taxes imposed by this chapter, shall be made by the head of the
Federal agency or instrumentality having the control of such service,
or by sucﬁ agents as such head may designate. The person making
such return may, for convenience of administration, make payments
of the tax imposed under section 3111 with respect to such service
without regard to the $3,600 limitation in section 3121 (a) (1), and
he shall not be required to obtain a refund of the tax paid under sec-
tion 3111 on that part of the remuneration not included in wages by

§ 8121 (k) (1)



CH. 21—FEDERAL INSURANCE CONTRIBUTIONS ACT 429

reason of section 3121 (a) (1). The provisions of this section shall be
applicable in the case of service performed by a civilian employee,; not
compensated from funds appropriated by the Congress, in the Army
and Air Foree Exchange Service, Army and Air Force Motion Picture
Service, Navy Exchanges, Marine Corps Exchanges, or other activi-
ties, conducted by an instrumentality of the United States subject to
the jurisdiction of the Secretary of Defense, at installations of the
Department of Defense for the comfort, pleasure, contentment, and
mental and physical improvement of personnel of such Department;
and for purposes of this section the Secretary of Defense shall be
deemed to be the head of such instrumentality.

SEC. 3123. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.

Whenever under this chapter or any act of Congress, or under the law
of any State, an employer is required or permitted to deduct any
amount from the remuneration of an employee and to pay the amount
dedueted to the United States, a State, or any political subdivision
thereof, then for purposes of this chapter the amount so deducted
shall be counsidered to have been paid to the employee at the time of
such deduction.

SEC. 3124, ESTIMATE OF REVENUE REDUCTION.

The Secretary or his delegate at intervals of not longer than 3
years shall estimate the reduction in the amount ot taxes collected
under this chapter by reason of the operation of section 3121 (b) (10)
and shall include such estimate in his annual report.

SEC. 3125. SHORT TITLE.

& This chapter may be cited as the “Federal Insurance Contributions
ct.”
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CHAPTER 22—RAILROAD RETIREMENT TAX ACT

SuscearrEr A. Tax on employees.
SuecaArTER B. Tax on employee representatives.
Suscuaprer C. Tax on employers.
SuscHAPTER D. Géneral provisions.

Subchapter A—Tax on Employees

Sec. 3201. Rate of tax.
See. 3202. Deduction of tax from compensation.

SEC. 3201. RATE OF TAX.

In addition to other taxes, there is hereby imposed on the income
of every employee a tax equal to 6% percent of so much of the com-
pensation paid to such employee after December 31, 1954, for services
rendered by him after such date as is not in excess of $300 for any
calendar month,

SEC. 3202. DEDUCTION OF TAX FROM COMPENSATION.

(a) RequiremENT.—The tax imposed by section 3201 shall be col-
lected by the employer of the taxpayer by deducting the amount of
the tax from the compensation of the employee as and when paid. If
an employee is paid compensation after December 31, 1954, by more
than one employer for services rendered during any calendar month
after 1954 and the aggregate of such compensation is in excess of
$300, the tax to be deducted by each employer other than a subordi-
nate unit of a national railway-labor-organization employer from the
compensation paid by him to the employee with respect to such month
shall be that proportion of the tax with respect to such compensation

aid by all such employers which the compensation paid by him after

ecember 31, 1954, to the employee for services rendered during such
month bears to the total compensation paid by all such employers
after December 31, 1954, to such employee for services rendered dur-
ing such month; and in the event that the compensation so paid by
such employers to the employee for services rendered during such
month is less than $300, each subordinate unit of a national railway-
labor-organization employer shall deduct such proportion of any
additional tax as the compensation paid by such employer after
December 31, 1954, to such employee for services rendered during
such month bears to the total compensation paid by all such em-
ployers after December 31, 1954, to such employee for services ren-
dered during such month,

(b) InpeEMNIFICATION OF EmprLoYErR.—Every employer required
under subsection (a) to deduct the tax shall be ma.(I)e iable for the
payment of such tax and shall not be liable to any person for the
amount of any such payment,
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Subchapter B—Tax on Employee Representatives

Sec. 3211. Rate of tax.
See. 3212. Determination of compensation.

SEC. 3211. RATE OF TAX,

In addition to other taxes, there is hereby imPOSBd on the income of
each employee representative a tax equal to 12% percent of so much of
the compensation, paid to such employee representative after Decem-
ber 31, 1954, for services rendered by him after such date as is not in
excess of $300 for any calendar month.

SEC. 3212. DETERMINATION OF COMPENSATION.,

The compensation of an employee representative for the purpose of
ascertaining the tax thereon sﬂa]f be determined in the same manner
and with the same effect as if the em]I)loyee organization by which
such employee representative is employed were an employer as
defined in section 3231 (a),
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Subchapter C—Tax on Employers

Sec. 3221. Rate of tax.

SEC. 3221. RATE OF TAX.

In addition to other taxes, there is hereby imposed on every em-
ployer an execise tax, with respect to having individuals in his employ,
equal to 6% percent of so much of the compensation paid by such
employer after December 31, 1954, for services rendered to him after
December 31, 1954, as is, with respect to any employee for any
calendar month, not in excess of $300; except that if an employee is
paid compensation after December 31, 1954, by more than one em-
ployer for services rendered during any calendar month after 1954,
the tax imposed by this section shall apply to not more than $300 of
the aggregate compensation paid to such employee by all such em-
ployers after December 31, 1954, for services rendered during such
month, and each employer other than a subordinate unit of a na-
tional railway-labor-organization employer shall be liable for that
proportion of the tax with respect to such compensation paid by all
such employers which the compensation paid by him after December
31, 1954, to the employee for services rendered during such month
bears to the total compensation paid by all such employers after De-
cember 31, 1954, to such employee for services rendered during such
month; and in the event that the compensation so paid by such em-
ployers to the employee for services rendered during such month is
less than $300, each subordinate unit of a national railway-labor-
organization employer shall be liable for such proportion of any addi-
tional tax as the compensation paid by such employer after December
31, 1954, to such employee for services rendered during such month
bears to the total eompensation paid by all such employers after
December 31, 1954, to such employee for services rendered during
such month. :
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Subchapter D—General Provisions

Hee. 3231. Definitions.
See. 3232. Court jurisdiction.
See. 3233. Short title.

SEC. 3231. DEFINITIONS.

(a) Emprover.—For purposes of this chapter, the term “employer”
means any carrier (as defined in subsection (g)), and any compan
which is directly or indirectly owned or controlled by one or more sucﬂ
carriers or under common control therewith, and which operates any
equipment or facility or performs any service (except trucking service,
casual service, and the casual operation of equipment or facilities) in
connection with the transportation of passengers or property by rail-
road, or the receipt, delivery, elevation, transfer in transit, refriger-
ation or icing, storage, or handling of property transported by rail-
road, and any receiver, trustee, or other individual or body, judicial
or otherwise, when in the possession of the property or operating
all or any part of the business of any such employer; except that the
term ““employer” shall not include any street, interurban, or suburban
eleetrie railway, unless such railway is operating as a part of a general
steam-railroad system of transportation, but shall not exelude any
part of the general steam-railroad system of transportation now or
hereafter operated by any other motive power. The Interstate
Commerce Commission is hereby authorized and directed upon request
of the Secretary or his delegate, or upon complaint of any party in-
terested, to determine after hearing whether any line operated by
electric power falls within the terms of this exception. The term
“employer” shall also include railroad associations, traffic associations,
tarifi bureaus, demurrage bureaus, weighing and inspection bureaus,
collection agencies and other associations, bureaus, agencies, or
organizations controlled and maintained wholly or principally by
two or more emplovers as hereinbefore defined and engaged in the
performance of services in connection with or incidental to railroad
transportation; and railway labor organizations, national in scope,
which have been or may be organized in accordance with the provisions
of the Railway Labor Act, as amended (44 Stat. 577; 45 U. S. C,,
chapter 8), and their State and National legislative committees and
their general committees and their insurance departments and their
local lodges and divisions, established pursuant to the constitutions
and bylaws of such organizations. The term “employer” shall not
include any company by reason of its being engaged in the mining
of coal, the supplying of coal to an employer where deliv is not
beyond the mine tipple, and the operation of equipment or facilities
therefor, or in any of such activities.

(b) Emproysn.—For purposes of this chapter, the term ‘“‘employee”
means any individual in the serviee of one or more employers for com-
pensation; except that the term “employee’” shall include an employee
of a local lodge or division defined as an employer in subsection (a)
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only if he was in the service of or in the employment relation to a
carrier on or after August 29, 1935. An individual shall be deemed
to hav? been in the employment relation to a carrier on August 29,
1935, if— -

(1) he was on that date on leave of absence from his employment,
expressly granted to him by the carrier by whom he was employed,
or by a duly authorized representative of such carrier, and the
grant of such leave of absence was established to the satisfaction
of the Railroad Retirement Board before July 1947; or

(2) he was in the service of a carrier after August 29, 1935, and
before January 1946 in each of 6 calendar months, whether or not
consecutive; or

(3) before August 29, 1935, he did not retire and was not retired
or discharged from the service of the last carrier by whom he was
employed or its corporate or operating successor, but—

(1{) solely by reason of his physical or mental disability he
ceased before August 29, 1935, to be in the service of such carrier
and thereafter remained continuously disabled until he attained
age 65 or until August 1945, or '

(B) solely for such last stated reason a carrier by whom he
was employed before August 29, 1935, or a carrier who is its
successor did not on or after August 29, 1935, and before August
1945 call him to return to service, or

(C) if he was so called he was solely for such reason unable to
I(‘Bl)ldel_' service in 6 calendar months as provided in paragraph

2); or

(4) he was on August 29, 1935, absent from the service of a
carrier by reason of a discharge which, within 1 year after the
effective date thereof, was protested, to an appropriate labor repre-
sentative or to the carrier, as wrongful, and which was followed
within 10 years of the effective date thereof by his reinstatement
in good faith to his former service with all his seniority rights;

except that an individual shall not be deemed to have been on August
29, 1935, in the employment relation to a carrier if before that date
he was granted a pension or gratuity on the basis of which a pension
was awarded to him pursuant to section 6 of the Railroad Retirement
Act of 1937 (50 Stat. 312; 45 U, 8. C. 228f), or if during the last payroll
period before August 29, 1935, in which he rendered service to a
carrier he was not in the service of an employer, in accordance with
subsection (d), with respect to any service in such payroll period, or
if he could have been in the employment relation to an employer
only by reason of his having been, either before or after August 29,
1935, in the service of a local lodge or division defined as an employer
in subsection (a). The term “employee” includes an officer of an
employer. The term “employee’” shall not include any individual
while such individual is engaged in the physical operations consisting
of the mining of coal, the preparation of coal, the handling (other than
movement by rail with standard railroad iocomot.iv) of coal not
beyond the mine tipple, or the loading of coal at the tipple.

(¢) EmproYyeEe RepresenTaTiVE—For purposes of this chapter,
the term “employee representative’” means any officer or official rep-
resentative of a railway labor organization other than a labor organ-
ization included in the term “employer” as defined in subsection (a),
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who before or after June 29, 1937, was in the service of an employer
as defined in subsection (a) and who is duly authorized and designated
to represent employees in accordance with the Railway Labor Aet
(44 Stat. 577; 45 U. S. C., chapter 8), as amended, and any individual
who is regularly assigned to or regularly employed by such officer or
official representative in conneetion with the duties of his office.

(d) Serviee—For purposes of this.chapter, an individual is in the
service of an employer whether his service is rendered within or
without the United States, if—

(1) he is subject to the eontinuing authority of the employer to
supervise and direct the manner of rendition of his service, or he is
rendering professional or technical services and is integrated into
the staff of the employer, or he is rendering, on the property used
in the employer’s operations, other personal services the rendition
of which is integrated into_the employer’s operations, and

(2) he renders such service for compensation;

except that an individual shall be deemed to be in the serviee of an
employer, other than a local lodge or division or a general committee
of a railway-labor-organization employer, not conducting the prinei-
pal part of its business in the United States, only when he is rendering
service to it in the United States; and an individual shall be deemed
to be in the service of such a local lodge or division only if—

(3) all, or substantially all, the individuals constituting its mem-
bership are employees of an employer conducting the principal part
of its business in the United States; or

(4) the headquarters of such local lodge or division is located in
the United States; :

and an individual shall be deemed to be in the service of such a
general committee only if—

(5) he is representing a local lodge or division deseribed in para-
graph (3) or (4) immediately above; or

(6) all, or substantially all, the individuals represented by it are
employees of an employer conducting the principal part of its busi-
ness in the United States; or

(7) he acts in the eapacity of a general chairman or an assistant
general chairman of a general committee which represents individ-
uals rendering service in the United States to an employer, but in
such case if his office or headquanters is not located in the United
States and the individuals represented by such general committee
are employees of an employer not conducting the principal part of
its business in the United States, only such propertion of the remun-
eration for such service shall be regarded as compensation as the

roportion which the mileage in the United States under the juris-
iction of such general committee bears to the total mileage under

its jurisdiction, unless such mileage formula is inapplicable, in which
case such other formula as the Railroad Retirement Board may
have preseribed pursuant to section 1 (c) of the Railroad Retirement
Act of 1937 (50 Stat. 308; 45 U. 8. C. 228a) shall be applicable, and
if the application of such mileage formula, or such other formula as
the Board may preseribe, would result in the compensation of the
individual being less than 10 percent of his remuneration for such
service, no part of such remuneration shall be regarded as com-
pensation;
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Provided howeper, That an individual not a citizen or resident of the
United States shall not be deemed to be in the service of an employer
when rendering service outside the United States to an employer who
is required under the laws applicable in the place where the service
is rendered to employ therein, in whole or in part, citizens or residents
thereof; and the laws applicable on August 29, 1935, in the place
where the service is rendered shall be deemed to have been applicable
there at all times prior to that date.

(e) CompensaTIiON.—For purposes of this chapter—

(1) The term ‘“‘compensation” means any form of money remu-
neration earned by an individual for services rendered as an employee
to one or more employers, or as an employee representative, includ-
ing remuneration paid for time lost as an employee, but remunera-
tion paid for time lost shall be deemed earned in the month in which
such time is lost. Such term does not include tips, or the voluntary
payment by an employer, without deduction from the remuneration
of the employee, of the tax imposed on such employee by section
3201. Compensation which is earned during the period for which
the Secretary or his delegate shall require a return of taxes under
this chapter to be made and which is payable during the calendar
month following such period shall be deemed to have been paid
during such period only. For the purpose of determining the
amount of taxes under sections 3201 and 3221, compensation
earned in the service of a local lodge or division of a railway-labor-
organization emploger shall be disregarded with respect to any
calendar month if the amount thereof is less than $3.

(2) A payment made by an employer to an individual through
the employer’s payroll shall be presumed, in the absence of evidence
to the contrary, to be compensation for service rendered by such
individual as an employee of the employer in the period with respect
to which the payment is made. An employee shall be deemed to
be paid “for time lost” the amount he is paid by an employer with
respect to an identifiable period of absence from the active service
of the employer, including absence on account of personal injury,
and the amount he is paid by the employer for loss of earnings
resulting from his displacement to a less remunerative position or
occupation. If a payment is made by an employer with respect
to a personal injury and includes pay for time lost, the total pay-
ment shall be deemed to be paid for time lost unless, at the time of
payment, a part of such payment is specifically apportioned to
factors other than time lost, in which event only such part of the
payment as is not so apportioned shall be deemed to be paid for
time lost.

(f) Company.—For purposes of this chapter, the term “company”
includes corporations, associations, and joint-stock companies.

(g) Carrier.—Ior purposes of this chapter, the term ‘“‘carrier’”
means an express company, sleeping-car company, or carrier by rail-
1'?]&(1, subgect to part I of the Interstate Commerce Act (49 U. S. C,,
chapter 1

SEC. 3232. COURT JURISDICTION.

 The several district courts of the United States shall have jurisdic-
tion to entertain an application by the Attorney General on behalf of
the Secretary or his delegate to compel an employee or other person
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residing within the jurisdiction of the court or an employer subject
to service of process within its jurisdiction to comply with any obliga-
tions imposed on such employee, employer, or other person under the
provisions of this chapter. The jurisdiction herein specifically con-
ferred upon such Federal courts shall not be held exclusive of any
jurisdiction otherwise possessed by such courts to entertain civil
actions, whether legal or equitable in nature, in aid of the enforce-
ment of rights or obligations arising under the provisions of this
chapter.
SEC. 3233. SHORT TITLE,

This chapter may be cited as the “Railroad Retirement Tax Act.”

§ 3232



CH, 23—FEDERAL UNEMPLOYMENT TAX ACT 439

CHAPTER 23—FEDERAL UNEMPLOYMENT TAX ACT

Sec. 3301. Rate of tax.

Sec. 3302. Credits against tax.

Sec. 3303. Conditions of additional credit allowance.
Sec. 3304. Approval of State laws. -

Sec. 3305. Applicability of State law.

Sec. 3306. Definitions.

See. 3307. Deductions as constructive payments.
Sec. 3308. Short title.

SEC. 3301. RATE OF TAX

There is hereby imposed on every employer (as defined in section
3306 (a)) for the calendar year 1955 and for each calendar year there-
after an excise tax, with respect to having individuals in his employ,
equal to 3 percent of the total wages (as defined in section 3306 (b{)
paid by him during the calendar year with respect to employment (as
defined in section 3306 (¢)) after December 31, 1938.

SEC. 3302. CREDITS AGAINST TAX.

(a) ConTrIBUTIONS TO STATE UNEMPLOYMENT FUNDS.—

(1) The taxpayer may, to the extent provided in this subsection
and subsection (¢), eredit against the tax imposed by section 3301
the amount of contributions paid by him into an unemployment
fund maintained during the taxable year under the unemployment
compensation law of a State which is certified for the taxable year
as provided in section 3304.

(2) The credit shall be permitted against the tax for the taxable
year only for the amount of contributions paid with respect to such
taxable year. :

(3) The credit against the tax for any taxable year shall be per-

mitted only for contributions paid on or before the last day upon
which the taxpayer is required under section 6071 to file a return
for such year; except that credit shall be permitted for contributions
paid after such last day, but such eredit shall not exeeed 90 percent
of the amount which would have been allowable as credit on
account of such contributions had they been paid on or before such
last day.
(4) t‘}pon the payment of contributions into the unemployment
fund of a State which are required under the unemployment com-
pensation law of that State with respect to remuneration on the
basis of which, prior to such payment into the proper fund, the tax-
payer erroneously paid an amount as contributions under another
unemployment compensation law, the payment into the proper fund
shall, for purposes of credit against the tax, be deemed to have been
made at the time of the erroneous payment. If, by reason of such
other law, the taxpayer was entitled to cease paying contributions
with respect to services subject to such other law, the payment into
the proper fund shall, for purposes of credit against the tax, be
deemed to have been made on the date the return for the taxable
yvear was filed under section 6071,
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(b) Apprrionan Crepir.—In addition to the credit allowed under
subsection (a), a taxpayer may credit against the tax imposed by
section 3301 for any taxable year an amount, with respect to the un-
employment compensation law of each State certified for the taxable
year as provided in section 3303 (or with respect to any provisions
thereof so eertified), equal to the amount, if any, by whicg e contri-
butions required to be paid by him with respect to the taxable year
were less than the econtributions such taxpayer would have been
required to pay if throughout the taxable year he had been subject
under such State law to the highest rate applied thereunder in the
taxable year to any person having individuals in his employ, or to a
rate of 2.7 percent, whichever rate is lower.

(e) Limit oN Torarn CrEDITS.—

(1) The total credits allowed to a taxpayer under this section
shall not exceed 90 percent of the tax against which such eredits are
allowable.

(2) I an advance or advances have been made to the unemploy-
ment account of a State under title XII of the Social Seeurity Act,
and if any balance of such advance or advances has not been re-
turned to the Federal unemﬁloyment account as provided in that
title before December 1 of the taxable year, then the total credits
(after other reductions under this section) otherwise allowable under
this section for such taxable year in the case of a taxpayer subject
tod theduuemployment compensation law of such State shall be
reduced—

(A) in the case of a taxable year beginning with the fourth
consecutive January 1 on which such & balance of unreturned
advances existed, by 5 percent of the tax imposed by section 3301
with respect to the wages paid by such taxpayer during such
taxable year which are attributable to such State; and

(B) in the case of any succeeding taxable year beginning with
a consecutive January 1 on which such a balance of unreturned
advances existed, by an additional 5 percent, for each such
succeeding taxable year, of the tax imposed by section 3301 with
respect to the wages paid by such taxpayer during such taxable
year which are attributable to such State.

For purposes of this paragraph, wages shall be attributable to a

particular State if they are subject to the unemployment compensa-

tion law of the State, or (if not subject to the unemployment com-
pensation law of any State) if they are determined (under rules or
re%)ulst.ions preseribed by the Secretary or his delegate) to be at-
tributable to such State.

SEC. 3303. CONDITIONS OF ADDITIONAL CREDIT ALLOWANCE.

(a) Stare STANDARDS.—A taxpayer shall be allowed an additional
credit under section 3302 (b) with respect to any reduced rate of
contributions permitted by a State law, only if the Secretary of Labor
finds that under such law—

(1) no reduced rate of contributions to a pooled fund or to a
partially pooled account is permitted to a person (or group of
gemons)- having individuals in his (or their) employ except on the

asis of his (or their) experience with respect to unemployment or
other factors bearing a direct relation to unemployment risk during
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not less than the 3 consecutive years immediately preceding the
computation date;

(2) no reduced rate of contributions to a guaranteed employ-
ment account is permitted to a person (or a group of persons)
having individuals in his (or their) employ unless—

(A) the tE\nal.w.nty of remuneration was fulfilled in the year
preceding the computation date; and

(B) the balance of such account amounts to not less than 2%
percent of that part of the payroll or payrolls for the 3 years
preceding the computation date by which contributions to such
account were measured; and

(C) such contributions were payable to such account with
respect to 3 years preceding the computation date;

(3) no reduced rate of contributions to a reserve account is per-
mitted to a person (or group of persons) having individuals in his
(or their) employ unless—

) compensation has been payable from such account
throughout the year preceding the computation date, and
(B) the balance of such account amounts to not less than five
times the largest amount of compensation paid from such account
within any 1 of the 3 years preceding such date, and
(C) the balance of such account amounts to not less than 2%
percent of that part of the payroll or payrolls for the 3 years
preceding such date by which contributions to such account
were measured, and
(D) such contributions were payable to such account with
respect to the 3 years preceding tia computation date.
(b) CERTIFICATION BY THE SECRETARY oF LABor Wit Rusprct
70 ApDITIONAL CREDIT ALLOWANCE.—

(1) On December 31 in each taxable year, the Secretary of Labor
shall certify to the Secretary the law of each State (certified with
respect to such year by the Secretary of Labor as provided in
section 3304) with respect to which he finds that reduced rates of
contributions were allowable with respeect to such taxable year only
in accordance with the provisions of subsection (a).

(2) If the Secreta? of Labor finds that under the law of a single
State (certified by the Secretary of Labor as provided in section
3304) more than one type of fund or account is maintained, and
reduced rates of contributions to more than one type of fund or
account were allowable with respect to any taxable year, and one or
more of such reduced rates were allowable under condifions not
fulfilling the requirements of subsection (a), the Secretary of Labor
shall, on December 31 of such taxable year, certify to the Secre-
tary only those provisions of the State law pursuant to which
reduced rates of contributions were allowable with respect to
such taxable year under conditions fulfilling the requirements of
subsection (a), and shall, in connection therewith, designate the
kind of fund or acecount, as defined in subsection (c), established by
the provisions so certified. If the Secretary of Labor finds that a
part of any reduced rate of contributions payable under such law
or under such provisions is required to be paid into one fund or
account and a ﬂiart into another fund or account, the Secretary of
Labor shall make such certification pursuant to this paragraph as
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he finds will assure the allowance of additional credits only with
respect to that part of the reduced rate of contributions which is
allowed under provisions which do fulfill the requirements of sub-
section (a). ,

(3) The Secretary of Labor shall, within 30 days after any State
law is submitted to him for such purpose, certify to the State agency
his findings with respect to reduced rates of contributions to a
type of fund or account, as defined in subsection (¢), which are
aﬁgwable under such State law only in accordance with the provi-
sions of subsection (a). After making such findings, the Secretary
of Labor shall not withhold his certification to the Secretary of such
State law, or of the provisions thereof with respect to which such
findings were made, for any.taxable year pursuant to paragraph
(1) or (2) unless, after reasonable notice and opportunity for
hearing to the State agency, the Secretary of Labor finds the State
law no longer contains the provisions specified in subsection (a)
or the State has, with respect to such taxable year, failed to comply
substantially with any such provision,

(¢) DeriniTiONs.—AS used in this section— :

(1) ReseErvE accounT.—The term ‘‘reserve -account’” means a
separate account in an unemployment fund, maintained with respect
to a person (or group of persons) having individuals in his (or their)
.employ, from which-account, unless such account is exhausted, is
paid all and only compensation payable on the basis of services
performed for such person (or for one or more of the persons com-
prising the group). . : '

(2) PoorEp runp.—The term “pooled fund” means an unem-
ployment fund or any part thereof (other than a reserve account
or a guaranteed employment account) into which the total contri-
butions of persons contributing thereto a:gdpayable, in which all
contributions are mingled and undivided, from which compen-
sation is payable to 5.1 individuals eligible for- compensation from
such fund. ' '

(3) PARTIALLY POOLED: AcCOUNT.—The term “partially pooled
account’” means a part of an unemployment fund in which part of
the fund all contributions thereto are mingled and undivided, and
from which part of the fund compensation is payable only to indi-
viduals to whom compensation would be payable from a reserve
account or from a guaranteed employment account but for the
exhaustion or termination of such reserve account or of such guar-
anteed employment account. - Payments from a reserve account
or guaranteed employment account into a partially pooled account
shall not be construed to be inconsistent with the provisions of
paragraph (1) or (4).

(4) GUARANTEED EMPLOYMENT ACCOUNT.—The term ‘‘guaran-
teed employment account’” means a separate account, in an unem-
ployment fund, maintained with respect to a person (or group of
persons) having individuals in his (or their) employ who, in accord-
ance with the provisions of the State law or of a plan thereunder
approved by the State agency,

(A) guarantees in advance at least 30 hours of work, for
which remuneration will be paid at not less than stated rates, for
each of 40 weeks (or if more, 1 weekly hour may be deducted
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for each added week guaranteed) in a year, to all the individuals

who are in his (or their) employ in, and who continue to be avail-

able for suitable work in, one or more distinet establishments,
except that any such individual’s guaranty may commence after

a probationary period (included within the 11 or less consecu-

tive weeks immediately following the first week in which the

individual renders services), and

(B) gives security or assurance, satisfactory to the State agency,
for the fulfillment of such guaranties, from which account, unless
such account is exhausted or terminated, is paid all and only
compensation, payable on the basis of services performed for
such person (or for one or more of the persons comprising the

%roup , to any such individual whose guaranteed remuneration

as not been paid (either pursuant to the guaranty or from the
security or assurance provitli)ed for the fulfillment of the guaranty),
or whose guaranty is not renewed and who is otherwise eligible for
compensation under-the State law.

(5) Year.—The term “year” means any 12 consecutive calendar
months.

(6) BananceE.—The term “balance”, with respect to a reserve
account or a guaranteed employment account, means the amount
standing to the credit of the account as of the computation date;
except that, if subsequent to January 1, 1940, any moneys have
been paid into or credited to such account other than payments

- thereto by persons having individuals in their emhgloy, such-term
shall mean the amount in such account as of the computation
date less the total of suech other moneys paid into or eredited
‘to such account subsequént to January 1,1940. - -

(7) - CompuTAaTION DATE.—The term ‘‘computation date” means
the date, occurring at least once in each calendar year and within
27 weeks prior to the effective date of new rates of contributions,

- as of which such rates are computed.

(8) RepuceEp RATE.—The term “reduced rate’” means a rate
of contributions lower than the standard rate applicable under
the State law, and the term “standard rate’” means the rate on
the basis of which variations therefrom are computed. ;
(d) Vorunrary ConTrRIBUTIONS.—A State law may, without being

deemed to violate the standards set forth in subsection (a), permit
voluntary contributions to be used in the computation of reduced
rates if such contributions are paid prior to the expiration of 120 days
after the beginning of the year for which such rates are effective.

SEC. 3304. APPROVAL OF STATE LAWS.

(a) RequiremeNTs.—The Secretary of Labor shall approve anci
State law submitted to him, within 30 days of such submission, whi
he finds provides that—
(1) all compensation is to be paid through public employment
offices or such other agencies as the Secretary of Labor may approve;
(2) no compensation shall be payable with respect to any day
of unemployment occurring within 2 years after the first day of
the first period with respect to which contributions are required;
(3) all money received in the unemployment fund shall (except
for refunds of sums erroneously paid into such fund and except for
refunds paid in accordance with the provisions of section 3305 (b))
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immediately upon such receipt be paid over to the Secretary to the
credit of the Unemployment Trust Fund established by section 904
of the Social Security Act (49 Stat. 640; 52 Stat. 1104, 1105; 42
U. 8.C.1104);

(4) all money withdrawn from the unemployment fund of the
State shall be used solely in the payment of unemployment com-
pensation, exclusive of expenses of administration, and for refunds
of sums erroneously paid into such fund and refunds paid in accord-
ance with the provisions of section 3305 (b); except that—

~(A) an amount equal to the amount of employee payments
into the unemployment fund of a State may be used in the pay-
ment of cash benefits to individuals with respect to their dis-
ability, exelusive of expenses of administration; and

(B) the amounts specified by section 903 (c) (2) of the Social
Security Act may, subject to the conditions prescribed in such
section, be used for expenses incurred by the State for admin-
istration of its unemployment compensation law and public
employment offices;

(56) compensation shall not be denied in such State to any other-
wise eligible individual for refusing to accept new work under any
of the following conditions:

(A) if the position offered is vacant due directly to a strike,
lockout, or other labor dispute; b

(B) if the wages, hours, or other conditions of the work offered
are substantially less favorable to the individual than those pre-
vailing for similar work in the locality;

(C) if as a condition of being employed the individual would
be required to join a company union or to resign from or refrain
from joining any bona fide labor organization;

(6) all the rights, privileges, or immunities conferred by such
law or by acts done pursuant thereto shall exist subject to the power
of the legislature to amend or repeal such law at any time.

(b) NotiricatioN.—The Secretary of Labor shall, upon approving
such law, notify the governor of the State of his approval. :

(¢) CerriFicatioN.—On December 31 of each taxable year the
Secretary of Labor shall certify to the Secretary each State whose
law he has previously approved, except that he shall not certify any
State which, after reasonable notice and opportunity for hearing to the
State agency, the Secretary of Labor finds has amended its law so that
it no longer contains the Emvisiona specified in subsection (a) or has
with respect to such taxable year failed to comply substantially with
any such provision and such finding has become e%ect.ive. Such find-
ing shall become effective on the 90th day after the governor of the
State has been notified thereof, unless the State has before such 90th
day so amended its law that it will comply substantially with the
Secretary of Labor’s interpretation of the provision of subsection (a),
in which event such finding shall not become effective. No finding of
a failure to comply substantially with the provision in State law
specified in paragraph (5) of subsection (a) shall be based on an appli-
cation or interpretation of State law with respect to which further
alcllménjstmtive or judicial review is provided for under the laws of
the State.
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(d) Nomice oF NoncertiFicaTioN.—If, at any time during the
taxable year, the Secretary of Labor has reason to believe that a%bate
whose law he has previously approved may not be certified under
subsection (¢), he shall promptly so notify the governor of such State,
SEC. 3305. APPLICABILITY OF STATE LAW,

(a) InTErRsTATE AND Formien Commerce.—No person required
under a State law to make payments to an unemployment fund
shall be relieved from compliance therewith on the ground that
he is engaged in interstate or foreign commerce, or that the State
law does not distinguish between employees engaged in interstate
or foreign commerce and those engaged in intrastate commerce.

(b) Feperar InsrrumeNTALITIES IN GENERAL—The legislature
of any State may require any instrumentality of the United States
(except such as are (1) whol]y owned by the United States, or (2)
exempt from the tax imposed %y section 3301 by virtue of any other
provision of law), and the individuals in its employ, to make contribu-
tions to an unemployment fund under a State unemployment com-
pensation law approved by the Secretary of Labor un(fer section 3304
and (except as provided mn section 5240 of the Revised Statutes, as
amended (12 U. 8. C. 484), and as modified by subsection (c)) to
comply otherwise with such law. The permission granted in this
subsection shall apply (A) only to the extent that no discrimination
is made against such instrumentality, so that if the rate of contribution
is uniform upon all other persons subject to such law on account of
having individuals in their employ, and upon all employees of such
persons, respectively, the contributions required of such instrumen-
tality or the individuals in its employ shall not be at a greater rate than
is required of such other persons and such employees, and if the rates
are determined separately for different persons or classes of persons
having individuals in their employ or for different classes of employees,
the determination shall be based solely upon unemployment experience
and other factors bearing a direct relation to unemployment risk, and
(B) only if such State law makes provision for the refund of any contri-
butions required under such law from an instrumentality of the United
States or its employees for any year in the event said State is not certi-
fied by the Secretary of Labor under section 3304 with respect to such
year.

(¢) NarionaL Banks.—Nothing contained in section 5240 of the
Revised Statutes, as amended (12 U. S, C. 484), shall prevent any
State from requiring any national banking association to render re-
turns and re ortsm?ﬁative to the association’s employees, their remu-
neration and services, to the same extent that other persons are
required to render like returns and reports under a State law requiring
contributions to an unemployment fund. The Comptroller of the
Currency shall, upon receipt of a copy of any such return or report of
a national banking association from, and upon request of, any duly
authorized official, body, or commission of a State, cause an examina-
tion of the correctness of such return or report to be made at the time
of the next succeeding examination of such association, and shall
thereupon transmit to such official, body, or commission a complete
statement of his findings respecting the accuracy of such returns or
reports.
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(d) FEpEraL ProPERTY.—No person shall be relieved from com-
pliance with a State unemployment compensation law on the ground
that services were erfonnedwz)ln land or premises owned, held, or
possessed by the United States, and any State shall have full jurisdic-
tion and power to enforce the provisions of such law to the same extent
and with the same effect as though such place were not owned, held,
or possessed by the United States. .

(e) BonNEVILLE PowER ADMINISTRATOR.—The legislature of any
State may, with respect to service performed after December 31, 1945,
by a laborer, mechanic, or workman, in connection with construction
work or the operation and maintenance of electrical facilities, as an
employee performing service for the Bonneville Power Administrator,
require, the Administrator, who. for purposes of this. subsection is -
designated an instrumentality of the United States, and any such
employee, to make contributions to an unemployment fund under a
State unemployment compensation law approved by the Secretary of
Labor under section 3304 and to comply otherwise with such law.
Such permission is subject to the conditions imposed by subsection
(b) of this section upon permission to State legislatures to require
contributions from instrumentalities of the Uniti%i States. The Bon-
neville Power. Administrator is authorized and directed to comply
with the provisions of any applicable State unemployment compensa-
tion law on behalf of the United States as the employer of individuals
whose service constitutes employment under such law by reason of
this subsection. i _

(f) AmEricaN VEssers.—The legislature of any State in which a
person maintains the operating office, from which the operations of
an American vessel operating on navigable waters: within or within
and without the United States are ordinarily and regularly supervised,
managed, directed and controlled, may require such person and the
officers and members of the crew of such vessel to make contributions
to its unemplogment fund under its State unemployment compensation
law approved by the Secretary of Labor under section 3304 and other-
wise to comply with its unemployment compensation law with respect
to the service performed by an officer or member of the crew on or in
connection with such vessel to the same extent and with the same
effect as though such service was performed entirely within such
State. Such person and the officers and members of the crew of such
vessel shall not be required to make contributions, with respect to
such service, to the unemployment fund of any other State. The
permission granted by this subsection is subject to the condition that
such service shall be treated, for purposes of wage credits given
employees, like other service subject to such State unemployment
compensation law performed for such person in such State, and also
subject to the same limitation, with respect to contributions required
from such person and from the officers and members of the crew of
such vessel, as is imposed by the second sentence (other than clause
i(P) ‘thereof) of subsection (g) with respect to contributions required

om instrumentalities of the United States and from individuals in
their employ.

(2) VesseLs OpERATED BY GENERAL AGENTS oF UNITED STATES.—
The permission granted by subsection (f) shall apply in the same
manner and under the same conditions (including the obligation to
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comply with all requirements of State unemployment compensation
laws) to general agents of the Secretary of Commerce with respect to
service performed on or after July 1, 1953, by officers and members
of the crew on or in connection with American vessels—

(1) owned by or bareboat chartered to the United States, and

(2) whose business is conducted by such general agents.

As to any such vessel, the State permitted to require contributions
on account of such service shall be the State to which the general agent
would make contributions if the vessel were operated for his own ac-
count. Such gﬁneral agents are designated, for this purpose, instru-
mentalities of the United States not wholly owned by it and shall not
be exempt from the tax imposed by section 3301. The permission
granted by this subsection is subject to the same conditions and lim-
itations as are imposed in subsection (f), except that clause (B) of the
second sentence of subsection (b) shall apply.

(h) RequirEMENT BY STATE 0F CoNTRIBUTIONS.—Any State may,
as to service performed on or after July 1, 1953, and on account of
which contributions are made pursuant to subsection (g)—

(1) require contributions from persons performing such service
under its unemployment compensation law or tempormgr disability
insurance law administered in connection therewith, and

(2) require general agents of the Secretary of Commerce to make
contributions under such temporary disability insurance law and
to make such deductions from wages or remuneration as are re-
quired by such unemployment compensation or temporary disability
insurance law. : : :

(i) GeEnBrAL AGENT A8 LEGAL EnxtiTy.—Each general agent of
the Secretary of Commerce making contributions pursuant to sub-
section (g) or (h) shall, for purposes of such subsections, be considered
a legal entity in his capacity as an instrumentality of the United
States, ssﬁmte. and distinct from his identity as a person employing
individuals on his own account. - {3 -

SEC. 3306. DEFINITIONS. 9,418 :

" (a) EmprrovER—For purposes of this chapter, the term “employer”
does not include any person unless on each of some 20 days during
the taxable year, each day being in a different calendar week, the
total number of individua.ﬁl who were employed by him in employ-
ment for some portion of the day (whether or not at the same moment
of time) was eight or more. >

(b) Wages.—For purposes of this chapter, the term “wages”
means all remuneration for employment, including the cash value of
all remuneration paid in any medium other than cash; except that
such term shall not include—

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding paragraphs
of this subsection) equal to $3,000 with respect to employment has
been paid to an individual by an amplgfvlar during any calendar
year, is paid to such individual by such employer during such
calendar year. If an employer (hereinafter referred to as suc-
cessor employer) during any calendar year acquires substantially
all the property used in a trade or business of another employer
(hereinafter referred to as a predecessor), or used in a separate
unit of a trade or business of a predecessor, and immediately after
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the acquisition employs in his trade or business an individual who
immediately prior to the acquisition was employed in the trade
or business of such predecessor, then, for the purpose of determin-
ing whether the successor employer has paid remuneration (other
than remuneration referred to in the succeeding paragraphs of
this subsection) with respect to employment equal to $3,000 to
such individual during such calengar year, any remuneration
(other than remuneration referred to in the succeeding paragraphs
of this subsection) with respect to employment paid (or con-
sidered under this paragraph as havi geen paid) to such indi-
vidual by such predecessor during such calendar year and prior
to such acquisition shall be considered as having been paid by such
successor employer;

(2) the amount of any payment (including any amount paid
by an employer for insurance or annuities, or into a fund, to provide
for anty such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established {;y an
employer which makes provision for his employees generally (or for
his employees generally and their depend?ants) or for a class or
classes of his employees (or for a class or classes of his employees
and their dependents), on account of—

(A) retirement, or j

(B) sickness or accident disability, or -

(C) medical or hospitalization expenses in connection with
sickness or accident disability, or

(D) death; { :

(3) any payment made to an employee (including any amount
paid by an employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement;

(4) any payment on account: of sickness or accident disability,
or medical or hospitalization expenses in connection with sickness
or accident disability, made by an employer.to, or on behalf of,
an employee after the expiration of 6 calendar months followinﬁ

. the last calendar month in which the employee worked for suc
employer;

5) any payment made to, or on behalf of, an employee or his
beneficiary—

(A) l'fyrmn or to a trust described in section 401 (a) which is
exempt from tax under section 501 (a) at the time of such pay-
ment unless such payment is made to an employee of the trust
as remuneration for services rendered as such employee and not
as a beneficiary of the trust, or

(B) under or to an annuity plan which, at the time of such
paﬁn(x_e;lt., meets the requirements of section 401 (a) (3), (4), (5),
and (6);

(6) the payment by an.employer (without deduction from the
remuneration of the employee)—

(A) of the tax imposed upon an employee under section 3101
(or the corresponding section of prior law), or ;

(B) of any payment required from an employee under a State
unemployment compensation law;
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(7) remuneration paid in any medium other than cash to an
employee for service not in the course of the employer’s trade or
business;

(8) any payment (other than vacation or sick pay) made to an
employee after the month in which he attains the age of 65, if he
did m()it work for the employer in the period for which such payment
is made.

(¢) EmproymenT.—For purposes of this chapter, the term “employ-
ment’’ means any service performed prior to 1955, which was employ-
ment for purposes of subchapter C of chapter 9 of the Internal Revenue
Code of 1939 under the law applicable to the period in which such
service was performed, and any service, of whatever nature, performed
after 1954 by an employee for the person employing him, irrespective
of the citizenship or residence of either, (A) within the United States
or (B) on or in connection with an American vessel under a contract 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
if the employee is employed on and in connection with such vessel
when outside the United States, except—

(1) agricultural labor (as defined in subsection (k));

(2) domestic service in a private home, local college club, or local
chapter of a college fraternity or sorority;

(3) service not in the course of the employer’s trade or business
performed in any calendar gquarter by an employee, unless the cash
remuneration paid for such service is $50 or more and such service
is performed by an individual who is regularly employed by such
employer to perform such service. For purposes of this paragraph,
an individual shall be deemed to be regularly employed %l';l an
employer during a calendar quarter only if—

(A) on each of some 24 daiv's during such quarter such indi-
vidual performs for such employer for some portion of the day
service not in the course of the employer’s trade or business, or

(B) such individual was regularly employed (as determined
under subparagraph (A)) by such employer in the performance
of such service during the preceding calendar quarter; -

(4) service performeéll on or in connection with a vessel not an
American vessel by an employee, if the employee is employed on
and in connection with such vessel when outside the United States;

(5) service performed by an individual in the employ of his
son, daughter, or spouse, and service performed by a child under
the age of 21 in the employ of his father or mother;

(6) service performed in the employ of the United States Govern-
ment or of an instrumentality of the United States which is—

(A) wholly owned by the United States, or

(B) exempt from the tax imposed by section 3301 by virtue
of any other provision of law;

(7) service performed in the employ of a State, or any political
subdivision thereof, or any instrumentality of any one or more of
the foregoinﬁ which 'is wholly owned by one or more States or
political subdivisions; and any service performed in the employ of
any instrumentality of one or more States or political subdivisions
to the extent that the instrumentality is, with respect to such
service, immune under the Constitution of the United States from
the tax imposed by section 3301;

§ 3306(e) (7
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(8) service performed in the employ of a corporation, com-
munity chest, fund, or foundation, organized and operated exclu-
sively for religious, charitable, scientific, testing for public safety,
literary, or educational purposes, or-for the prevention of eruelty
to children or animals, no part of the net ea.rnings of which inures
to the benefit of any private shareholder or individual, and no sub-
stantial part of the activities of which is carrying on propaganda,
or otherwise attempting, to influence legislation;

(9) service performed by an individual as an employee or em-
ployee representative as defined in section 1 of the Railroad Un-
employment Insurance Aect (52 Stat. 1094, 1095; 45 U. S. C. 351);

80) (A) service performed in any calendar quarter in the
employ of any organization exempt from income tax under section
501 (a) (other than an organization described in section 401 (a)) or
under section 521, if—

(i) the remuneration for such service is less than $50, or

(it) such service is in connection with the collection of dues
or premiums for a fraternal beneficiary society, order, or asso-
ciation, and is performed away from the home office, or is ritual-
istic service in connection with any such society, order, or asso-
ciation, or - :

(iii) such service is performed by a student who is enrolled and
is regularly attending classes at a school, college, or university;
(B) service performed in the employ of an agricultural or horti-

cultural organization described in section 501 (¢) (5) which is exempt
from tax under section 501 (a);

(C) service performed in the employ of a voluntary employees’
beneficiary association providing for the payment of life, sick, acci-
dent, or other benefits to the members of such association or their

- dependents, if— it - )

(i) no part of its net earnings inures (other than through such
ps.gmanta) to the benefit of any private shareholder or individual,
an

(ii) 85 percent or more of the income consists of amounts
collected from members for the sole purpose of making such

payments and meeti.nf expenses; |

(D) service performed in the employ of a voluntary employees’
beneficiary association providing for the payment of life, sick, acci-
dent, or other benefits to the members of sueh association or their
dependents or their designated beneficiaries, if— '

(i) admission to membership in such association is limited to
individuals who are officers or employees of the United States
Government, and

(ii) no part of the net earnings of such association inures (other
than through such ﬂ}l:ua.ymcnts) to the benefit of any private share-
holder or individual; vim
(E) service performed in the employ of a school, college, or

. university, not exempt from income tax under section 501 (a), if
such service is performed by a student who is enrolled and is
regularly attending classes at such school, college, or university;

(11) service performed in the employ of a foreign government
(including service as & consular or other officer or employee or a
nondiplomatic representative) ; j
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(12) service performed in the employ of an instrumentality wholly
owned by a foreign government—
(A) if the service is of a character similar to that performed
in foreign countries by ezllﬁloyees of the United States Govern-
ment or of an instrumentality thereof; and
(B) if the Secretary of State shall certify to the Secretary that
the foreign government, with respect to whose instrumentality
exemption is claimed, grants an equivalent exemption with
respect to similar service performed in the foreign country by
employees of the United States Government and of instrumen-
talities thereof;
(13) service performed as a student nurse in the employ of a
hospital or a nurses’ training school by an individual who is enrolled
and is regularly attending classes in a nurses’ training school char-
tered or approved pursuant to State law; and service performed as
an intern in the employ of a hospital by an individual who has
completed a 4 years’ course in a medical school chartered or approved
pursuant to State law;
(14) service performed by an individual for a person as an insur-
ance agent or as an insurance solicitor, if all such service performed
by such individual for such person is performed for remuneration
solely by way of commission; :
(15) (A) service performed by an individual under the-age of 18
in the delivery or distribution of newspapers or shopping news, not
including delivery or distribution to any point for subsequent
delivery or distribution;
(B) service performed by an individual in, and at the time of,
the sale of mewspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on the
retention of the excess of such price over the amount at which the
- mewspapers or magazines are charged to him, whether or not he is

guaranteed a minimum amount of compensation for such service,
. or is entitled to be credited with the unsold newspapers or maga-
- zines turned back; 3

(16) service performed in the employ of an international organ-

ization; or '

(17) service performed by an individual in (or as an officer or
member of the crew of a vessel while it is engaged in) the ca.tohinﬁ,
m]:]'lnf harvesting, cultivating, or farming of any kind of fis
‘sh ai:, crustacea, sponges, seaweeds, or other aquatic forms of
animal and vegetable life (including service performed by any
such individual as an ordinary incident to any such activity),
except—

(A) service performed in connection with the catching or
taking of salmon or halibut, for commercial purposes, and

(B) service performed on or in connection with a vessel of
more than 10 net tons (determined in the manner provided for
determining the register tonnage of merchant vessels under the

. laws of the Unitede%ltates). )
(d) IncLupep AND ExcrLupep Service.—For purposes of this
chapter, if the services performed during one-half or more of any pay
period i)y an employee for the person employing him constitute

§ 3306(d)
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employment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the serv-
ices of. such employee for such period shall be deemed to be employ-
ment. As used in this subsection, the term “pay period’” means a
period (of not more than 31 consecutive days) for which a payment of
remuneration is ordinarily made to the employee by the person em-
ploying him. This subsection shall not be applicabl):a with respect to
services performed in a pay period by an employee for the person
empl?y)'i?g) him, where any of such service is excepted: by subsec-
tion (e) (9).

(e) State Aeency.—For purposes of this chapter, the term “State
agency’’ means any State officer, board, or other authority, designated
under a State law to administer the unemployment fund in such State.

(f) UnemproymeNT Funp.—For purposes of this chapter, the term
“unemployment fund” means a special fund, established under a
State law and administered by a State agency, for the payment of
compensation. Any sums standing to the account of the State
agency in the Unemployment Trust Fund established by section 904
o% the Social Security Act, as amended (49 Stat. 640; 52 Stat. 1104,
1105; 42 U. 8. C. 1104), shall be deemed to be a part of the unem-
ployment fund of the State, and no sums paid out of the Unemploy-
ment Trust Fund to such State agency shall cease to be a part of the
unemployment fund of the State until expended by such State agency.
An unemployment fund shall be deemed to be maintained during a
taxable year only if throughout such year, or such portion of the
year. as the unemployment fund was in existence, no part of the
moneys of such fund was expended for any purpose other than the
payment of compensation (exclusive of expenses of administration)
and for refunds of sums erroneously paid into such fund and refunds
ﬁ?id in accordance with the provisions of section 3305 (b); except

at—

(1) an amount: equal to the amount of employee payments into
the unemployment fund of a State may be used in the payment
of cash benefits to individuals with respect to their disability, exclu-
sive of expenses of administration; and

(2) the amounts specified by section 903 (c) (2) of the Social

- Security Act may, subject to tge conditions preseribed in such sec-
tion, be used for expenses incurred by the State for administration
oiﬁ its unemployment compensation law and public employment
olnces.

~ (g) ConrtriBurions.—For purposes of this chapter, the term
“contributions” means payments required by a State law to be
made into an unemployment fund by any person on account of hav-
ing individuals in his employ, to the extent that such payments are
made by him without being deducted or deductible from the remu-
neration of individuals in his employ.

- (h) CompeEnsaTiON.—JFor purposes of this chapter, the term

“compensation’” means cash benefits payable to individuals with

respeet to their unemployment.

(1) Emprovee.—For purposes of this chapter, the term “employee”
includes an officer of & corporation, but such term does not include—
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(1) any individual who, under the usual common law rules
applicable in determining the employer-employee relationship, has
the status of an independent contractor, or

(2) any individual (except an officer of a corporation) who is
not an employee under such common law rules.

(j) StaTE.—For purposes of this chapter, the term ‘“State’’ includes
Alaska, Hawaii, and the District of Columbia.

(k) AcricurTurAL LiABor.—For purposes of this chapter, the term
“agricultural labor” includes all service performed— :

(1) on a farm, in the employ of any person, in connection with
cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the raising,
shearing, feeding, caring for, training, and mana.%lement 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, conserva-
tion, improvement, or maintenance of such farm and its tools and

uipment, or in salvaging timber or clearing land of brush and
g{tlher 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 agricultural
commodity in section 15 (g) of the Agricultural Marketing Act,
as amended (46 Stat. 1550, § 3; 12 '[fns. C. 1141j), or in con-
nection with the raising or harvesting of mushrooms, or in connec-
tion with the hatehing of poultry, or in connection with the gm.nm%
of cotton, or in connection with the operation or maintenance o
ditches, canals, reservoirs, or waterways used exclusively for supply-
ing and storing water for farming purposes; or gt

(4) in handling, planting, drymng, packing, packaging, proc-
essing, freezing, grading, storing, or delivering to storage or to
market or to a carrier for transportation to market, any agricul-
tural or horticultural commodity; but only if such service 18 per-
formed as an incident to ordinary farming operations or, in the
case of fruits and vegetables, as an incident to the preparation of
such fruits or vegetables for market. The provisions of this para-
graph shall not be deemed to be applicable with respect to service

erformed in connection with commerecial canning or commercial
eezing or in connection with any agricultural or horticultural
commodity after its delivery to a terminal market for distribution
for consumption. : :
As used in this subsection, the term “farm” includes stock, dairy,
poultry, fruit, fur-bearing animal, and truck farms; plantations,
ranches, nurseries, ranges, greenhouses or other similar structures
used pnmarillyl' for the raising of agricultural or horticultural commod-
ities, and orchards
(1) Cerrain EmproYEES oF BoONNEVILLE PoweER ADMINISTRA-
ToR.—For purposes of this chapter—

(1) The term ‘“employment’” shall include such service as is
determined by the Bonneville Power Administrator to be performed
after December 31, 1945, by a laborer, mechanic, or workman, in
connection with construction work or the operation and mainte-
nance of electrical facilities, as an employee performing service for
the Administrator.

§ 3306(1) (1)
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(2) The term “wages’’ means, with respect to service which con-
stitutes employment by reason of this subsection, such amount of
remuneration as is determined (subject to the provisions of this
section) by the Administrator to be paid for such service.

The Administrator is authorized and directed to comply with the
provisions of the internal revenue laws on behalf of the United States
as the employer of individuals whose service constitutes employment
by reason of this subsection.

(m) AmuricaN VEssEn.—For purposes of this chapter, the term
“ American vessel” means any vessel documented or numbered under
the laws of the United States; and includes any vessel which is neither
documented or numbered under the laws of the United States nor
documented 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 organized under the laws of the United States
or of any State. .

(n) VesseELs OPERATED BY GENERAL AGENTS OF UNITED STATES. —
Notwithstanding the provisions of subsection (¢) (6), service per-
formed on or after July 1, 1953, by officers and members of the crew
of a vessel which would otherwise:be included as employment under
subsection (¢) shall not be excluded by reason of the fact that it is
performed on or in connection with an American vessel—

(1) owned by or bareboat chartered to the United States and

(2) whose business is conducted by a general agent of the Secre-
tary of Commerce. CSENSURIPT .

For purposes of this chapter, each such general agent shall be consid-
ered a legal entity in his capacity as sucE general agent, separate and
distinet from his identity as a person employing individuals on his own
account, and the officers and members of the crew of such an American
-vessel whose business is conducted by, a general agent of the Secretary
of Commerce shall be deemed to be performing services for such general
agent rather than the United States. Each such general agent who
in his eapacity as such is an employer within the meaning of sub-
section (a) shall be subject to all the requirements imposed upon an
employer under this chapter with respect to service which constitutes
employment by reason of this subsection.

SEC. 3307. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.
“'Whenever under this chapter or any act of Congress, or under
the law of any State, an employer is required or permitted to deduct
any amount from the remuneration of an employee and to pay the
amount deducted to the United States, a State, or any political sub-
division thereof, then for purposes qf this chapter the amount so
deducted shall be considered to have been paid to the employee at the
time of such deduction. '

SEC. 3308. SHORT TITLE.
This chapter may be cited as the * Federal Unemployment Tax Act.”

§3306(D(2) -
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CHAPTER 24—COLLECTION OF INCOME TAX AT
SOURCE ON WAGES

Seec. 3401. Definitions.

See. 3402. Income tax collected at source.

Sec. 3403. Liability for tax. 5
Seec. 3404. Return and payment by governmental employer.

SEC. 3401. DEFINITIONS.

(a) Waces.—For purposes of this chapter, the term 8"’ means
all remuneration (other than fees paid to a public official) for services
performed by an employee for his employer, including the cash value
of all remuneration paid in any medium other than cash; except that
such term shall not include remuneration paid— _

(1) for active service as a member of the Armed Forces of the
-United States performed in a month for which such member is
entitled to the benefits of section 112, or

(2) for agricultural labor (as defined in section 3121 (g)), or

(3) for domestic service in a private home, local eollege club, or
‘local chapter of a college fraternity or sorority, or -

(4) for service not in the course of the employer’s trade or busi-
‘ness performed in any calendar quarter by an employee, unless the
cash remuneration paid for such service is $50 or more and such
service is {:erformed. by an individual who is regularly employed by

" such employer to perform such service. For purposes of this

Eamgra.p , an individual shall be deemed to be regularly employed

y an employer during a calendar quarter only if—

(A) on each of some 24 days during such quarter such individual
performsfor such employer for some portion of the day service not
in the course of the employer’s trade or business, or

(B) sueh individual was regularly employed (as determined
under subparagraph (A)) by such employer in the performance
of such service during the preceding calendar quarter, or
(5) for services by a citizen or resident of the United States for

a foreign government or an international organization, or

(6) for services performed by a nouresident alien individual,
other than—

(A) a resident of a contiguous country who enters and leaves
the United States at frequent intervals, or

(B) a resident of Puerto Rico if such services are performed as an
employee of the United States or any agency thereof, or
(7) for such services, performed by a nonresident alien individual

who is a resident of a contiguous country and who enters and leaves

the United States at frequent intervals, as may be designated by
regulations preseribed by the Secretary or his deleiate or

(8) (A) for services for an employer (other than the United States
or any agency thereof)—

(1) performed by a citizen of the United States if, at the time
of the payment of such remuneration, it is reasonable to believe

§ 3401(a)(8) (D)
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that such remuneration will be execluded from gross income
under section 911, or

(ii) performed in a foreign country by such a citizen if, at
the time of the payment of such remuneration, the employer is
required by the El)ﬂw of any foreign country to W"ithhol(f income
tax upon such remuneration, or

(B) for services for an employer (other than the United States
or any agency thereof) performed by a citizen of the United States
within a possession of the United States (other than Puerto Rico),
if it is reasonable to believe that at least 80 percent of the remunera-
tion to be paid to the employee by sucIE\ employer during the
calendar year will be for such services, or

(C) for services for an employer (other than the United States or
any agency thereof) performed by a citizen of the United States
within Puerto Rico, if it is reasonable to believe that during the
entire calendar year the employee will be a bona fide resident of
Puerto Rico, or

(9) for services performed by a duly ordained, commissioned, or
licensed minister of a church in the exercise of his ministry or by a
member of a religious order in the exercise of duties required by
such order, or : :

(10) (A) for services performed by an individual under the age
of 18 in the delivery or distribution of newspapers or shopping news,
not including delivery or distribution to any point for subsequent
delivery or distribution, or ()

(B) for services performed by an individual in, and at the time
of, the sale of newspapers or magazines to ultimate consumers,
under an arrangement under which the newspapers or magazines
are to be sold by him at a fixed price, his compensation being
based on the retention of the excess of such price over the amount
at which the newspapers or magazines are charged to him, whether
or not he is guaranteed a minimum amount of compensation for
such service, or is entitled to be credited with the unsold newspapers
or magazines turned back, or

(11) for services not in the course of the employer’s trade or
business, to the extent paid in any medium other than cash, or

(12) to, or on behalf of, an employee or his beneficiary—

" (A) from or to a trust described in section 401 (a) which is
exempt from tax under section 501 (a)at the time of such pay-
ment unless such payment is made to an employee of the trust
as remuneration for services rendered as such employee and not
as a beneficiary of the trust, or

(B) under or to an annuity plan whieh, at the time of such

paﬁn(milt, meets the requirements of section 401 (a) (3), (4), (5),

and (6).

(b) PayroLr PEeriop.—For purposes of this chapter, the term
“payroll period” means a period for which a payment of wages is
ordinarily made to the employee by his employer, and the term
“miscellaneous payroll period” means & payroll period other than a
daily, weekly, biweekly, semimonthly, month?, quarterly, semiannual,
or annual payroll period. :

(¢) BmpLoyre.—For purposes of this chapter, the term “employee”
includes an officer, employee, or elected official of the United States,
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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. The term “employee” also includes an officer of a
corporation.

(d) Emprover.—For purposes of this chapter, the term “employer”
means the person for whom an individual performs or performed any
service, of whatever nature, as the employee of such person, except
that—

(1) if the person for whom the individual performs or performed
the services does not have control of the payment of the wages for
such services, the term “employer’” (except for purposes of sub-
section (a)) means the person Evmvmg control of the payment of
such wages, and -

(2) in the case of a person paying wages on behalf of a nonresi-
dent alien individual, ?oreign partnership, or foreign corporation,
not engaged in trade or business within the United States, the term
“employer” (except for purposes of subsection (a)) means such

erson.

1(33) Numser oF WiteHOLDING ExEMPTIONS CLAmmep.—For pur-
poses of this chapter, the term “number of withholding exemptions
claimed” means the number of withholding exemptions claimed in a
withholding exemption certificate in effect under section 3402 (f), or in
effect under the corresponding section of prior law, except that if no
such certificate is in effect, the number of withholding exemptions
claimed shall be considered to be zero.

SEC. 3402. INCOME TAX COLLECTED AT SOURCE,

(a) RequiremENT OF WrrHHOLDING.—Every employer making
payment of wages shall deduct and withhold upon such wages a tax
equal to 18 percent of the amount by which the wages exceed the
number of withholding exemptions claimed, multiplied by the amount
of one such exemption as shown in subsection (b) (1).

(b) Percentace METHOD OF WITHHOLDING.—

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

‘Percentage Method Withholding Table

Amwil;:;f
: | one -
Payroll period holding

exemption

aNRE
ESSES8E=R

=
=

-

(2) If wages are paid with respect to a period which is not a
payroll period, the withholding exemption allowable with respect
to each payment of such wages shall Ee the exemption allowed for
a miscellaneous payroll genod containing a number of days (in-
cluding Sundays and holidays) equal to the number of days in the
period with respect to which such wages are paid.
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(3) In any case in which wages are paid by an employer with-
out regard to any payroll period or other period, the withholding
exemption allowable with respect to each payment of such wages
shall be the exemption allowed for a miscellaneous payroll period
containing a number of days equal to the number of days (includ-
ing Sundays and holidays) which have elapsed since the date of
the last payment of such wages by such employer during the cal-
endar year, or the date of commencement of employment with
such emtElt){er during such year, or January 1 of such year, which-
ever is the later.

(4) In any case in which the period, or the time described in
paragraph (3), in respect of a.ndy wages is less than one week, the
Secretary or his delegate, under regulations prescribed by him,
may authorize an employer, in computing the tax required to be
deducted and withheld, to use the excess of the aggregate of the
waﬁfﬁ lpa.id to the employee during the calendar week over the
withholding exemption allowed by this subsection for a weekly
payroll period. :

(5) In determining the amount to be deducted and withheld
under this subsection, the wages may, at the election of the em-
ployer, be computed to the nearest dollar. 1 |
(¢) WaGe Bracker WITHHOLDING.— . ., 1 i

(1) At the election of the employer with respect to any employee,
the employer shall deduct and withhold upon the wages paid to
such employee a tax determined in accordance with the following
tables, which shall be in lieu of the tax required to be deducted and
withheld under subsection (a): -~ ' | ] -

If the payroll period with respect to an employee is weekly— -

And the wages sre— | - . -And the sumber bfmithhnldinl exemptions clafned id— |
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If the payroll period with respect to an employee is weekly—Continued

And the number of withholding exemptions claimed is— -

10 or
more
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18 percent of the excess over $200 plus—

The amount of tax (o be withheld shall be—
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$180.

$200 and over........| 36.00 | 33.70 | 31.40 | 20.10 | 26.80 | 24.50 | 22.20
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If the payroll period with respect to an employee is biweekly—

And the number of withholding exemptions claimed is—

10 or
more
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At least
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CH. 24—COLLECTION AT SOURCE ON WAGES

If the payroll period with respect to an employee is biweekly—Continued

And the number of withholding exemptions claimed is—

10 or
more
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And the wages are—

$400 and over._...._.

If the payroll period with respect to an employee is semimonthly—

And the number of withholding exemptions claimed js—

10 or
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And the wages are—

But less
than

At least
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If the payroll period with respect to an employee is semimonthly—Continued

And the number of withholding exemptions claimed is—

10 or
more
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If the payroll period with respect to an employee is monthly—

And the number of withholding exemptions claimed is—

10 or
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And the wages are—

But less
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If the payroll period with respeci to an employee is monthly—Continued

And the number of withholding exemptions claimed is—

10 or
more
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The amount of tax to be withheld shall be—
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CH.

miscellaneous payroll period—

If the payroll period with respect to an employee is a daily payroll period or a
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(2) If wages are paid with respeet to a period which is not a
payroll period, the amount to be deducted and withheld shall be
that applicable in the case of a miscellaneous payroll period con-
taining 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.

(3) In any case in which wages are paid by an employer without
regard to an pairoll period or other period, the amount to be
deducted and withheld shall be that applicable in the case of a
miscellaneous payroll period containing a number of days equal to
the number of days (mcludin§ Sundays and holidays) which have
elapsed since the date of the last payment of such wages by such
employer during the calendar year, or the date of commencement
of employment with such employer during such year, or Janyary 1
of such year, whichever is the later.

(4) In any case in which the period, or the time described in
gamgraph (3), in respect of any wages is less than one week, the

ecretary or his dele%a.te, under regulations prescribed by him,
may authorize an employer to determine the amount to be deducted
a.mf withheld under the tables applicable in the case of a weekly
payroll period, in which case the egate of the wages paid to the
employee during the calendar week shall be considered the weekly
wages. }

. (5) If the wages exceed the highest e bracket, in determining
the amount toalige deducted and gvuhhggg under this subsection, the
wages maﬁ:ﬁ;t the election of the employer, be computed to the
nearest dollar, :

(d) Tax Pam BY Recreient.—If the employer, in violation of
the provisions of this chapter, fails to deduet and withhold the tax
under this chapter, and thereafter the tax inst which such tax
may be credited is paid, the tax so required to be deducted and
withheld shall not be collected from the employer; but this subsection
shall in no case relieve the employer from 'lia{i]ity for any penalties
or additions to the tax otherwise applicable in respect of such failure
to deduct and withhold.

(e) IncLupED AND Excrupep Waees.—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 31 consecutive days
constitutes es, all the remuneration paid by such employer to
such employee for such period shall be deemed to be wages; but if the
remuneration paid by an employer to an employee for services per-
formed during more than one-half of any such payroll period does not
constitute wages, then none of the remuneration paid by such employer
to such employee for such period shall be deemed to be wages.

(f) WireroLpiNG EXEMPTIONS.—

(1) In cENErRAL.—An employee receiving wages shall on any
day be entitled to the following withholding exemptions:

(A) an exemption for himself; \
(B) one additional exemption for himself if, on the basis of
facts existing at the beginning of such day, there may reasonably

be expected to be allowable an exemgtion under section 151 (¢) (1)

(relating to old age) for the taxable year under subtitle A in

respect of which amounts deducted and withheld under this

§ 3402(c)(2)
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chapter in the calendar year in which such day falls are allowed
as a credit; -

(C) one additional exemption for himself if, on the basis of
facts existing at the beginning of such day, there may reasonably
be expected to be allowable an exemption under section 151
(d) (1) (relating to the blind) for the taxable year under sub-
title A in respect of which amounts deducted and withheld
under this chapter in the calendar year in which such day falls
are allowed as a credit;

(D) if the employee is married, any exemption to which his
spouse is entitled, or would be entitled if such spouse were an
employee receiving wages, under subparagraph (A), (B), or [50),
but only if such spouse does not have i effect a withholding
exemption certificate claiming such exemption; and

(E) an exemption for each individual with respect to whom,
on the basis of facts existing at the beginning of such day, there
may reasonably be expectcﬁf to be allowable an exemption under
section 151 (e) for the taxable year under subtitle A in respect
of which amounts deducted and withheld under this chapter in.
the calendar year in which such day falls are allowed as a credit.
(2) EXEMPTION CERTIFICATES.— :

(A) ON COMMENCEMENT OF EMPLOYMENT,—On or before the
date of the commencement of employment with an employer,
the employee shall-furnish the employer with a signed withholding
exemption certificate relating to the number of withholding
exemptions which he claims, which shall in no event exceed the
number to which he is entitled. ' ;

(B) Cuange or sratus.—If, on any day during the cal-
endar year, the number of withholding exemptions to which the
employee is entitled is less than the number of withholding
exemptions claimed by the employee on the withholding exemp-
tion certificate then in effeet with respect to him, the employee
shall within 10 days theéreafter furnish the employer with a new

“withholding exemption certificate relating to the number of with-
holding exemptions which the employee then claims, which shall
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
withholding exemptions to which the employee is entitled is
greater than the number of withholding exemptions claimed, the
employee may furnish the employer with & new withholding
exemption certificate relating to the number of withholding
exemptions which the employee then claims, which shall in no
event exceed the number to which he is entitled on such day.

(C) CHANGE OF STATUS WHICH AFFECTS NEXT CALENDAR
YEAR.—If on any day during the calendar year the number of
withholding exemptions tolﬂﬁdch the employee will be, or may
reasonably be expected to be, entitled at the beginning of his
next taxable year under subtitle A is different from the number to
which the employee is entitled on such day, the employee shall,
in such cases and at such times as the Secretary or his delegate
may by regulations prescribe, furnish the employer with a with-
holding exemption certificate relating to the number of withhold-
ing exemptions which he claims with respect to such next taxable

§ 3402(f) (2) (C)



468 INTERNAL REVENUE CODE OF 1954

ear, which shall in no event exceed the number to which he will
ge, or may reasonably be expected to be, so entitled.
(3) WHEN CERTIFICATE TAKES EFFECT.—

(A) FIRsT CERTIFICATE FURNISHED.—A withholding exemption
certificate furnished the employer in eases in which no previous
such certificate is in effect shall 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 the date on which
such certificate is so furnished.

(B) FURNISHED TO TAKE PLACE OF EXISTING CERTIFICATE.—A
withholding exemption certificate furnished the employer in cases
in which a previous such certificate is in effect shall 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, except that at
the election of the employer such certificate may be made effec-
tive with respect to any payment of wages made on or after the
date on which such certificate is so furnished; but a certificate
furnished pursuant to paragraph (2) (C) shall not take effect,
and may not be made effective, with respect to any payment of
wages made in the calendar year in which the certificate is
furnished. For purposes of this subparagraph the term “status
determination date”’ means January 1 and July 1 of each year.
(4) PERIOD DURING WHICH CERTIFICATE REMAINS IN EFFECT.—

A withholding exemption certificate which takes effect under this

subsection, or which on December 31, 1954, was in effect under

the corresponding subsection of prior law, shall continue in effect
with respeet to the -employer until another such certificate takes

effect under this subsection. i

(5) ForM AND CONTENTS OF CERTIFICATE.— Withholding exemp-
tion certificates shall be in such form and contain such information
as the Secretary or his delegate may by regulations prescribe.

(g) OvErLAPPING PAY Pgriops, AND PAYMENT BY AGENT OR
Fmuciary.—If a payment of wages is made to an employee by an
employer— o

- (1) with respect to a payroll period or other period, any part

of which is included in a payroll period or other period with respect

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 expiration 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
(4) 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 manner of withholding and the amount to be deducted and with-
held under this chapter shall be determined in accordance with
regulations preseribed by the Secretary or his delegate under which
the withholding exemption allowed to the employee in any calendar
year shall approximate the withholding exemption allowable with
respect to an annual payroll period.

§ 3402(f)(2) (C)
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(h) WiTaEOLDING ON Basis oF AveErace Waces.—The Secretary
or his delegate may, under regulations prescribed by him, authorize
employers—

(1) to estimate the wages which will be paid to any employee
in any quarter of the calendar year,

(2) to determine the amount to be deduected and withheld upon
each payment of wages to such employee during such quarter as
if the appropriate average of the wages so estimated constituted the
actual wages paid, and

(3) to deduct and withhold upon any payment of wages to such
employee during such quarter such amount as may be necessary to
adjust the amount actually deducted and withheld upon the wages
of such employee during such quarter to the amount required to
be deductes and withheld during such quarter without regard to
this subsection.

(i) ApprrioNan. WitHHOLDING.—The Secretary or his delegate is
authorized by regulations to provide, under sucﬁ conditions and to
such extent as he deems proper, for withholding in addition to that
otherwise required under this section in cases in which the employer
and the employee agree (in such form as the Secretary or his delegate
may by regulations prescribe) to such additional withholding. Such
adtgtional withholding shall for all purposes be considered tax required
to be deducted and withheld under this chapter.

SEC. 3403. LIABILITY FOR TAX.

The employer shall be liable for the payment of the tax required
to be deducted and withheld under this chapter, and shall not be
liable to any person for the amount of any such payment.

SEC. 3404, RETURN AND PAYMENT BY GOVERNMENTAL EMPLOYER.

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 employee of the United States, or of such
State, Territory, or political sugdivision, or of the District of Colum-
bia, or of such agency or instrumentality, as the case may be, having
control of the payment of such wages, or appropriately designated for
that purpose.

§ 3404
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CH, 25—GENERAL EMPLOYMENT TAX PROVISIONS 471

CHAPTER 25—GENERAL PROVISIONS RELATING TO
EMPLOYMENT TAXES

Sec. 3501. Collection and payment of taxes.

Sec. 3502. Nondeduetibility of taxes in computing taxable income.
Sec. 3503. Erroneous payments.

Seec. 3504. Acts to be performed by agents.

SEC. 3501. COLLECTION AND PAYMENT OF TAXES.

The taxes imposed by this subtitle shall be collected by the Secretary
or his delegate and shaﬁ be paid into the Treasury of the United States
as internal-revenue collections.

SEC. 3502. N?PI;I(?(EBI;IEICT[BILITY OF TAXES IN COMPUTING TAXABLE

(a) The taxes imposed by section 3101 of chapter 21, and by
sections 3201 and 3211 of chapter 22 shall not be allowed as a deduction
to the taxpayer in computing taxable income under subtitle A.

(b) The tax deducted and withheld under chapter 24 shall not be
allowed as a deduction either to the employer or to the recipient of
the income in computing taxable income under subtitle A.

SEC. 3503. ERRONEOUS PAYMENTS.

Any tax paid under chapter 21 or 22 by a taxpayer with respect to
any period with respect to which he is not liable to tax under such
chapter shall be credited against the tax, if any, imposed by such
other chapter upon the taxpayer, and the balance, I.F any, shall be
refunded.. .

SEC. 3504. ACTS TO BE PERFORMED BY AGENTS.

In case a fiduciary, agent, or other person has the control, receipt,
custody, or disposal of, or pays the wages of an employee or group of
employees, employed by one or more employers, the Secretary or his
delegate, under regulations preseribed by him, is authorized to desig-
nate such fiduciary, agent, or other person to perform such acts as
are required of employers under this subtitle and as the Secretary or
his delegate may specify. Except as may be otherwise prescribed by
the Secretary or his delegate, all provisions of law (including penalties)
applicable in respect of an employer shall be applicable to a fiduciary,
agent, or other person so designated but, except as so provided, the
employer for whom such fiduciary, agent, or other person acts shall
remain subject to the provisions of law (including penalties) applicable
in respect of employers.

§ 3504



R 4¢3 BVOTAROAT CZAT - TATUTONE A IR A

to—k : T v, . [ R I - - I SN 1257

_ ﬁ‘l‘ MTAIESI EHOWQS‘! JAMIE&—GS SATIAHD
PHYAT TAMMETOIGILE <

i A Yo In-un.‘mq l‘um iR lj.m.fln*.) gm.s -;36
| amen aithul ;-m'mqamo ul ssend to pidedig babaoo 7 &Mﬁ K
sdasprgnn SvenoTi WBIGE AoA

sdntge 1 bamrolyag od o) 2i7A FO0E e o

LRATAT '!0 TARWTAYL QYA “OITDALION IOBE Daa
z‘:&tma? sl v Besdonilnn ad Iimha{};.}dua an!fﬁ «f Lasogeai zozpl ad'T
etdntel fnmnd sy Yo yatizaetl odd ojni Bing o Uede bas edapolsb =id 1o

auoidanllen spnovor-lanalod eg

M? 3 lT‘J‘lHO-) VT BEXAR 1O YTJJ!ﬂiT') __5”(!30('!}?;? Lo a8

Y’d boe 12 11.Iqath to, 1018 noitsse RAUR Iﬂaoqr{u ‘oxad, odT (4)
rioitohals g.en bowolln ad don Harle €€ 153gails 1o 115 bus 109¢ anoines
{ S ahlidba 1obru setooni aldazst pbnmqmm o tozagesd o1l .o
od don Hadz 1€ 1oiqptly wobno Bloddtiv brs Lagoubah xa) edT (d)
‘o nsigiont sild of 50 Hrolyms adf o 9dny moilsrhol # 28 bowolle
O shoalisdua’ 'mbmr st slduza) gniduqraos i smovni oil)
' BTATIMYAS e00SA0HNA 028 062
of -éam;m 1iw 19 al 8 wgd 92 10 1€ aakgado 1abat bisg zal A
fhope 1abnu-xai o}aﬁmf Jo € s:i hoithe o} Jnageat dyw bowd voa
doue wd baaurkau wcm st odl Jaginge botily od Hade 1oiqais
R Hul& g;an a5l etﬂ bns .‘m‘taqmi o BOqs walqmb 19;%40
a -hﬁbﬂll Lin
f Faghas M m:muasmaumaammnmma'
m'm oo ez!a e ameanty 010 30" dnsus cimiorbi ¢ sesn gl
’io’qﬂﬁ‘q 10 anvi olqaiso m?omgaw adld ava no° Yo {nzadqath 10 ’(hodzno'
gl 10 yandomese ol msdolqum’ stom 10'sn0 7t Brrolgmo asavolims

e -'g,ia:b of ‘bavvrerdtuy al bt vd: badinoegrqg enottelimot tobmu aimyslab

‘don fdatrs Teben 4 mozmog 1odio 6 Jmeni sriisnbit fag2 adan
jooal adi 20 -hlm oRitedim widd. whay rmmqum 1o hatinpor sie

-nm ‘saiwiadio sd ety we Mjaoxd SiYiosas vans a-r.n3£h aid
aqarriheloni) 76l Yo sivisivorq Ite s1agalsh sid 10 yantsons ady

caginuhi) 0 of nidpilqqe od lleds moiqmu o lo dosgent ni sidesilgae
i‘,.ba vorq 0 se dqeno fiid-bodamgizab oz acenq verlio 10 dasus
Made =158 aozog wdio 10 t Jpmsionb dovre modw 1 sa7elqms
sﬂtﬁadqqa (a*.ridlwoq amfmf'am) wel Yo enoisivorq o) 6) Inafdia ks
2thgolgum lo Josgear ai

sooey



		Superintendent of Documents
	2026-02-11T14:15:01-0500
	Government Publishing Office, Washington, DC 20401
	U.S. Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




