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SOURCE"

CALLED INTOLERABLE BURDEN

tion

years to come.

The statute was loogely drawn and stands forth as a masterplece of Incom-
petency and confusion® and it is safe to say that the popularity of tax gatherers,
who were ranked with publicans and sinners in Bible days, has not been
But an exception should be made with
A numerous company of involuntary collectors, created by the plan of gathering
This scheme imposes onerous burdens on “guardians,
trustees, executors, administrators, agents, receivers, conservators and all per-

enhanced by the operation of the law.

the tax at the source.

O one Indlvidual and no aingle article can do full justice te thes income
tax which has become engrafled upon our revenue system as the result
of the adoption of the Nixteenth Amendment to the Federal Constitu-

and Lhe enactment of the revenue law of 1013,

hundrads of thousands of hapless citlzens have been struggling with its intricate

problems for months past without reaching a eatisfactory solution, and many
of Its mysteries bld fair to remain uninterpreted and a source of perplexity for

sons, corporations or associations acting in any filduclary capacity.”

It would not have been so ditficult, perhaps, to collect the tax at the source
if the proviglons of the law were clearer, but the obscurity of the phrasing
Wae created an obfuscation puzzling to every one, from the Attorney-General
down to the humblest cltizen, who has been struggling recently with form 1040,

Thousands upon thousands of questiona have arisen not expressly covered by

the regulations,

Banks, trust companies and private banking firms and news-

Thousands and

greater to handle the immense labor
brought by “collection at the source.”

6. Two practical resuits of the great
amount of work Imposed are already
showing. The Increased cost of handling
the work of corporations as a paying
agent I8 resulting in plans for higher
charges upon these corporations by the
paying agent for their services, s

The vastness of the work Is causing
delay In paying interest to bondholders

papers by the score have been foreed to establish informatlon burcaus in anlunless they take care to send in thelr

effort to construe the endless puzzles,

Collectors of Internal Itevenue have differed widely in thelr Interpretations

of varlous of the problems, and in numeroua instancea they have found it
necessary 1o pays upon intricate questions which can only be determined by

a judiclal construction of the act jtsel

the revenue ofticers have recently been enguged, the situation has been that of
and hae resulted in an extenslon of the date for

confusion worgt confounded
fllng the returns by one day, practicall
sistute.
vevisell hig rulings on numerous instan
veen rescinded the next

It is Impossible to give any adequate ldea of the situation created by the

f. With Individual returns, with which

y an unheard of thing In a Governmoent

Axide from these features the Commissloner of Internal Revenue has

ex, and decisiona rendered one day have

incomie tax law among =ome of the large corporations which have been collect-

ing the tax at the source, but some of
{n the accompanying article,
tutions and railway and industrial corpo

special departments and employ additional clerks and increase expenses to

#}d in gathering the revenue for the G

the more striking features are set forth

With many of the more important banking insti-

rations it has been necessary to organize

overnment,

Though the co#t ef collecting the tax imposed few additional burdens upon
the Federal Government, it has added materlally to the ¢ost of the involuntary

tax gatherers,
performance, for deductions at the sou
alinost dglly.

With the larger financial institutions the work is a continuous Fr

ree apply to Interest payment maturing

Slowly of course the situation will adjust itself, but many of the

earller collections at the source were from persons exempt under the law. This

lias added greatly to the expenses of the corporations and to the annoyances of

individuals without increasing the pub

Corporations, trust companies and
banks have travailed mow for four
months with “collections  ut  the

source,” as provided for in the income |

tax law. The mountain has labored
and brought forth a mouse,

The lahor and the cost have been
great, the result tiny, The size of the tax
that has been collected “at the source”
~—though returns thus faur are not of-
ficial and can only be based on estimates
from the experience of a few (s
indicuted to be so #mall as to demon-
strate the mountainous labors that
stand as a buckground against it to be
a monument of folly.

To the big business men of the country.
who are charged in the conduct of their
own business* with the duty, de-
sire and ability to produce results in
proportion to the amount of work put

in, “collection at the source” in its
results is an inexcusable wuste that is
unpardonabla in a modern  world

of efticiency. It cannot be condoned,
in their opinion, In a Government whose
watchword to big business through
its Department of Commerce has been
“Be efficiert and you will not feel the
tariff reductions."

Unless the method of income tax co!l-
lection s changed to do away with
“collection at the source,” or #o rad-
fcally moditied that its  insufferable
burden is lightened, business and finan-
clal leaders hold that the Administra-
tion must stand convicted of insincerity
in its programme of efliciency for the
business of the country,

The smoke of battle of the second
engugement in the jncome tax struggle
reached Its thickest yesterday, with the
expiration of the regular time for fil-
ing personal returns for 1913, There
will now be opportunity for examining
something of the results of four months
working of the law, particularly in the
feature of collection at the =ource,

Tue HuN has been privileged to watch
a number of corporations at work
through their coupon departments
“collecting at the source.” Summuriz-
ing, some of the results learned are us
follows:

1. Cost of collection in dollars has been
abnormal, It has varied widely., The
cheapest found waa in the case of a cor-
pamtion not a bank or trust company.
There it required $1 in expenditure of
the corporation’s money to collect $3
in tax for the Government to the middle
of February.

In the case of big finuncial institu-
tions, particularly trust companies and
private bankers, tho estimated cost is
very high. Among the lowest relative
cost found was the expenditure of §1
of corporatlon money for $150 of tax
collected for the first two months of
the tax. In gome cases it was estimated
that for the first month of the tax it
cost big payving agents of corporations,
the trust companies, banks, &c., ten
times as much as the amount of the
tax oollected,

Some of the specific figures were an
expenditure of §4.500 to collect §14,800,
where legal exponses, overhead charges,

lic revenuesy

collect  $18,000 where legal
proportion of overhead charges, &c.,
were counted, in addition to
to stulf, overtime, &c.

2. The amount of the tax collected at
the source in proportion to the interest
paid out is small, The anount of the

expenses,

deducted at the source ranges from

about one-seventh
nEents,

interest on which |t
to one-third of the total
of a corporation representative of the
standard large corporations of the
country. =u

Thus in the case of trust companles,
private bankers and other paying
agents specific instances of these pro-
portions are the withholding of a tax
of $4,700 on $470,000 out of $§7,000,000
of Interest paid; or $18,000 tax withheld
on $1,800,000 out of $11,700,000 total in-

un Instance I8 afforded of a tax pay-
ment of about $3,400 withheld on $340,-
wo0 out of $1,200,000 total Interest,

iwrju-r.umn is greater than in the case
| of o puying agent, as the corporation
whereas paying

tax exempt  bonds,

agent® do not.

clear. The normal 1 per cent. tax at
the source is withheld on only & small
part of a corporationds indebtedness be-
cause many of its bondholders aure ex-
empt from the tax on
scores of smallness of

being non-resident aliens,

Jecture,
annual amount

in the country is between §1,400,000,-

000 from this source,
only a crude approximation,

dle the new work,

partments in paying

come tax went into effect,

to conduct operations as formerly.

and

the large corporations

until 10 and 11
| ing.

after regular working houra

&c., were not figured in, and $12.000 to

increases

Interest payments on which the tax is

to one-tenth of the
total interest padd in the case of paying
Where the dehtor corporation
i= Mself concerned the proportion of its
has to withhold
the tax i= Bomewhat larger, ene-fourth
in the caso

terest paid. In the case of corporations

The proportion of tax withheld by a

pays the tax for its bondholders on its

1n both cases, however, the point is

the principal
incoma or of

The total amount of the tax the Gov-
ernment may get from collection at the
source on bond interest {8 wholly a con-
Assuming, however, that the |interest and dividends was paid out.
of bond interest paid

000 and $1,600,000,000 the Government
may receive from $4,000,000 to §7,500,-
This estimate is

3. The office staffs of corporations
have had to be Increased one-half again,
doubled, trebled and quadrupled to han-

4. The time occupled by coupon de-
interest on cor-
poration debt has been multiplied four
times over that required before the in-
In some de-
partments of the new accounting made | inspected as
necessary it tnkes twenty times as long ! study a check or rome intricate legal
In | paper that means many dollars to you.
most of the big paying agency offices |

coupons for pavment long in advance
?( the paying date, /

6. While there is =till little inclination
und no direct movement of pronounced
determination on the part of corpora-
tions to have the troublesome “collec-
tlon at the source” abolished or modi-
fled the protest statement which Is be-
ing filed with most corporation returns
of tax shows the definite trend of
thought to have the measure changed,

It is undoubted that sooner or later,
If the measure is not broadly changed,
the corporations will demand compen-
sation from the Government for the
vast labor they are now doing in its be-
half. The corporation protest agalnst
collection at the source holds It unlaw-
ful as a violation of the Fifth Amend-
ment to the Constitution, which reads:

“Ner shall private property be taken
for public use without just compen-
sation.”

PBut mere statement of fAgures will
never give a picture of the heavy bur-
den to corporations “collectlon at the
#ource’” has become, Recital of the new
steps made necessary in the paying_ of
their debts by corporations may help
to show f{t,

Payment of milllons of dollars each
month was a fairly simple thing before
the income tax. The responsibilities on
the part of a paving agent were con-
fined to ascertaining:

1. That the debtor eorporation had
suffidlent funds on hand to meet the
payment of coupons, -

2. That the coupons presented were
payable at the agency.

3. That the coupons were authentle
and bore correct due dates.

4. Counting and checking coupons.

Enter now the inceme tax with fts
certificate of ownership and all the
troubles of the ages to accountants are
unloosened. These are some of the new
duties now imposed by the examina-
tion of these certificates and the de-
ducting of the tax:

To examine:

1. Whether the correct form of cer-
tificate is used,

2. Name and address of owner,

3. Amount of bonds correctly stated,

4. Denomination of bonds correctly
stated.

6. Naume of the company.

6. Name of the issue,

7. Date of interest maturity and
amount of interest matured,

&, Exemption claimed or not claimed.

5. Amount of exemption.

10, Total exemption to which one is

entitled. ]
11. Date of certificale.
12, How elgned, and if signed by

agent or attorney to see that the “satis-
fled” stamp appears on the same.

13. Indorsement of the first collect-
Ing agency.

But come on an excursion through
the coupon departments of some of the
big industrial and railway corporations
and the trust companles and paying
agents, Then you will appreciate the sit-
uation. Stand first inside the coupon
window on a big payment day when,
as on January 1, over $250,000,000 in

Before the little brass bars in front
of the coupon. teller and wyou, hefore
9 o'clock in the morning, is lined up a
string of boys, They come bearing
gifts llke the Greeks, but the coupon
teller must beware, They bring
them from the banks to the paying
ngencies, shoe boxea full of them, arms
loaded down with envelopes bulging
with coupons and their death dealing
certificates.

Your heart sinks when you reallze
that these masses and masses of small,
clogely printed ceriificates with the at-
"tached smaller coupons must each be
minutely as you would

But the coupon teller faints not. He

the office | straightway tackles this seemingly over-
staffs, In spite of the increase of foree, | powering pob,
| have had to work steadily for monthsa
o'clock at night and
sometimes until 2 o'clock in the morn-
If it were not for the time spent
it is said

In the first twenty days
of January one paying agent in New
York handled 125,000 of these difficult

! certificates, Y

1 —

“Collection at the source” is now

in @ number of offices whera the staff | falrly atarted with the receipt of the

has been already doubled that it would
l three times

require a force two or

coupons and certificates,
“It has turned my office, A hard work-

-

.

PREPARING TO PAY THEIR INCOME TAX.
Gollcctor of Internal Revenue for Second District of New York,

Many Complain of Tremendous Cost and
Labor Imposed Upon Financial Insti-
tutions by Income Tax Law---Unless
Unjust System Is Modified or
Abolished Administration Will
Suffer, Say Many

ing staff, dillgent and wholesomne,” sald
the treasurer of one large corporation,
“into a sweat shop. It has disorganized
and demoralized my staff. And we ses
no remedy for it but the abolition of
this unjust system.”

The shelves inside the coupon cages
are now plled high with batches of
coupons and attached certificates. The
clerks are counting and examining
them. First they must see that the
coupon and its description on the cers
tificate dgroe. Your clerk, who recog-
nizes the coupon Immediately from fts
oolor and knows its amount by looking
in the accustomed place for it, must,
on the contrary, hunt through the cer-
tificate to find where the writer and
owner of it has listed the amount of
the coupon.

He may find this item in the upper
left hand corner. It may be in the
very centre of the coupon. Or he may
hunt and hunt through the certificate
several times before he finds it carefully
tucked away over on the extreme left
hand side, effectually ambushed behind
uselessly written words, erusures, &c.
With a sigh of relief and the air of
a discoverer he draws a pencil circle
around the figure to make it stand
out to*he next man that has to ex-
amine it.

A minute may have passed in this
operation, But finding the amount of
the coupons is the least trouble in ex-
amining the certificates. Your clerk
in the home corporation office must
find out if the owner claims exemption
or not.

Realize, gentle reader, that there are
over thirty different kinds of certificates
in general use, all in deadly legal lan-
guage, whose meapning is as intricate
as the windings of a cavern, whose legi-
bility is further confused by scratches
of pens and the ecrawling penmanship
of 125,000 different authors in an equal
number of certificates. There Is no one
pluce on the fuce of the certificate where
the quick eyed counter may know that
he will ses certaln information.

He must look through the entire oer-
tificate, He must do it marvellously
quickly, and because quickly he often
has to glance through it several times
before he can find whether the owner
is exempt or not. FEven after ho has
discovered a statement in the certifi-
cate under which he thinks exemption
may be claimed he has to lose time rea-
soning about it. It may be a new or
rare kind of certificate to him, a sub-
stitute certificate, for instance, by a
paying agent for a client, and it may
not be at once apparent that the client
is a non-resident alien and |s thercfore
exempt. Your patient teller may have
to stop his examination, consult the
law himself or go over to the table of
his superior and ask for advice.

He hus consumed a vast amount of
time already in comparing certificates
and coupons and he has not even begun
to count coupons. ‘Those who presented
the coupons are waiting for their pay-
ment checks, and if they are the usual
lot of bank runners and brokers' mes-
sengers they are shouting out at you
and the teller through the cage window
to “hustle It up” and otherwise making
themselves merry and the room a babel
of noise,

Can you guess the amount of time
It has taken your teller to examine and
count say 1,000 coupons with certifi-
cates attached? The treasurer tells
you,

“That boy over there,” he says, point-
Ing to & bright faced lad whose fingers
ure now fairly dancing through a batch
of 1,000 or more coupons with Hghtning
speed, “Is our most rapid counter. Re.
fore the days of collection at the source
he had little trouble in counting 1,000
coupons in ten minutes. He timed hlim-
u_clr the other day with the certificates
and the same number of coupons,

“It took him three hours and twenty
ml;u:es, ﬁr Just twenty times as long."

ut collection at
.4 4 the source has only

In tt;e tru'st companies
comparison of coupon and ce
double checked; that |s, nnoa'ear“l'.te.lle':
Koes through the same wearisome count
again to prove the first count and com-
parisog. One counting is relled on for
the coupons, for they are comparatively
casy to count. But if a certificate on
which no exemption is claimed is re-
corded by the teller as exempt or vice
versa the accounts of the owner and the
paying agent will not agree and the
paying agent may be out.

In the comparison of the certificates
there was endless trouble at first
through errors by owners in making
them out, If the paying agents could
not accept them the certificates would
have to be returned, sometimes maijled
to 8an Francisco, sometimes to Europe,
and endless delay, wearisome correspond-
ence and discouraging vexation to the
customer would result. The trouble of
errors has decreased In the four months
of practice, but the field for errors is so
large that they constantly recur,

We are still at the side of our coupen
receiver at the window of the COrpora-
tion.  He has separated his coupons
from hi= certificates in two piles, He
has made out a statement of the amount
of coupons presented by each person at
the window, the varlous bond Issuen
they represent. the amount of the ex-
emptlon clalmed and the non-exemption
and the tax to be withheld. This Boes
over to the man writing checlks for in-
terest, who In this corporation keeps n
book with columns for total amount of
checks pald, the figures for the exemp-
tions claimed and those for non-exemp-
tions, on which the corporation must
withhold the tax or pay itself if the
bonds are guaranteed tax free,

And this cash book must tally with
the slips made out by the receiver of
coupons at the end of the day. Pl
theare is trouble,

You wander through vaulty and
closets of steel filing cabinets, whose
drawers are packed and overflowing
with certificates, certificates endless in
bulk, terrifylng in their amassed detall,
They are a lot that have gone once
through the entire mill and have coms
back, all to be counted once more, &
linal rechecking. Mor iIf the cerpora-
tlon makes mistukes in not withholding
or overwithho|diug the tax In lis final
monthly return te the Government it s

this tiring

1, 1914. :

Representative Cordell Hull of Tennessee.

held liable under the law. And a certifi-
cate bristles as a porcupine with oppor-
tunitles of misinterpretation and mls-
take.

You come then to the absolutely new
department that collection at the source
has necessitated in every large corpora-
tion and financial institution. It is a
separate room In most cases from the
other departments,

There are rows of small typewriter
tables, with rows of typists scated at
them. Certificates, certificates, certifi-
cates fill the room where the typists
and their machines do not.

The girls are making out the monthly
list returns of the corporation. They
transfer from the certificates to these
long typewritten lists the check number
stamped on the back of the certiticute
for identification purposes. Turning
over the certificate, the work of exan-
Ining #t and of poring over Its muddled
stutements must be Intently repeated.

Laboriously they study out the writ-
ten names signed to the certificates, the
addresses, whether signers are the
owners or thelr agents, These must be
typed in the returns in full detall. Then
they must state the amounts of the In-
come, the amount of exemptlon cluimed,
the amount on which the corporation
must withhold the tax and the amount
of the tax, Bome corporations have
their individual return blanks, {n which
they require the typista to set down the
clause of the Income tax law under
which the certificate maker claims his
exemption.

Each typlst must be a student of the
law and know how to classify the char-
acter of the exemption. In addition to
being students of the law they must
almost be Jawyers at times, And all the
time they must be handwriting experts,

Take a look at this multiple hand-
writing of nearly all the investing na-
tions of the world,

A flock of certificalen fram the Neth-
erlands is in charge of the girl near the
window, The top one in ite intricate
pen lines looke mores like a futurist de-
sign than a legal document to satisly
our new tax regulationa. You may
puzzle over it for five minutes and
finally decide that it apells something
lilke “Androvicus Hendrik Jan Van
Houptenhouptskipf.” That's as near as
you can get, when “v's" look llke “r's"
and “p's” “t's,” “k's" and “f#" like
shorthand and “J's"” like anything from
a "G" to an “X,)” "Y" or "Z" in &
cramped and tiny, painstaking hand
that appears designed to worry income
tax typlsts.

Bome corporations whese bonds ure
largely held abroad have had to employ
aeveral foreign accountants trained im
European languages to asaist in the de-
ciphering of the certificates,

“The form of the certificate is one de-
fect of this collection at the source ra-
quirement that could be easlly and sim-
ply remedied,”” the men in charge of
this department tell you. “If the Rev-
enue Department would only get up a
form for the many kinds of certificates
that would be in the shape of a busi-
ness piece of paper we would be greatly
helped.

“Take that batch ef certificates bound
by an elastic band, With a bunch of
checks or coupens It would be possible
te run rapidly through the bunch te

check the face amounts noted hy flip-
plog back one corner., Why ceuld not

the Government draw up a form la
which every certiflcate would be
stamped plainly to catch the eye and
in the same place with the words
‘exempt’ or ‘non-exempt,’ and also in
another pluce, the samo on all the cer-

tificates, the amount of the interest
noted, and so on.
“In other words, through the use of |

colors and regular positions tor certain
essentials on the certificate that we
now have to hunt for in the making up
of the forms of certificites our work
could be measurably simplitied,”

In this department, atter the typists
have made their monthly shects, and
the limit of ona day's work per typist

is about three of these closely written |

long sheets, containing about thirty-five
names each, the sheets must be
checked again by the heads of the de-
partment.

These finilshed sheets then have to
tally with the sheets of the original re-
celvers of the coupons at the window
we left not long ago. It is a imonth,
sometimes two, before this comparison
can be ready. And in the meantime
many mistakes or differences in nota-
tion of the certificates have been dis-
covered as they passed through many
hands, so that though totals may agree
classifications are far upart and neces-
sarily so. It may be found that a cer-
tificato for the Missouri Pacitic coupon
bond has found its way into the New
York Central offlce or that another for
an Interborough coupon has trailed‘its
wiy uncaught until the last count inte
the 8teel Corporation’'s counting roams.
Certificates often fuil to deseribe
whether a bond {2 a collnteral trust, a
convertible or a firat mortgage issue,
and this ties up tallies again.

Finally, after the best corrections pos-
eible, the list la ready for forwarding
to the Government—a much changed
list from the original classification mude
out the first day the coupons were re-
celved two months before,

In ona office visited six typists and|

two supervisors had to be installed to
handle the work of thls special depart-
ment, In one of the greatest corpora-

| Hons In New York twenty-five new ty-

pists doing this work are insufficient
to handle ft, In another corporation
the ordinary stalf of nine in the coupon
department before the income tax has
been inoreased to nineteen and they
ara forced to work nights in order to
olear up the work {n any sort of time.

In one large financinl institution the
force haa been practlcally doubled, In
another it is four times as big in the
firsg half of the moath as it was befors
inoome tax times.

“lI have been home (o dinper six
nights in two months,” said one of the
chlef clerks in the coupon department
of a corporation, “and | estimute thut
most of the men in our department
have averaged until 10 o'clock at night
for the last two months working on
thts thing,"

This {8 not u demporary condition,
say the corporation men, hut promises
tr be a steady grind unless velief s
granted. The work does not cease after
tha middle of the month, 1t hardly lets
up.  Ad 8000 a¥ one payment s made
preparations must begin for the next
Then floods of corrections, obhjections
abd changes coma in about the pravious
payment that maintaing a steady flow
of work throughout the month,

“The Governiment® says that the
meonthly returns must be in on the

|'r
said
“Wa shall ba lucky to have
oura ready a month later than that. We
would have to treble our already doubled
force to keep up with the stiff pace

twentietn
Myvment,'’
poration,

the month following the
ail officer of one cor-

that the Government has set."

The trust companies and other payinz
wgents have other troubles of thelr own
They must make out their monthiy
returns for cach corporation in the form
it individually sets, and their cares are
multiplied by the number of corpora
tions whose business they handle,

There s one man who stands out as
the preeminent enemy of the Incoms
| tax. It is the chief clerk of the coupu
department, who lives in Jersey and sees
hia home town nowndays, except on
Sundays, only by moon or electric hgh!'
or by the morning star as he §s rushing
back to “collection at the source.’

Here is a list of a few of the mistakes
owners of coupons commit and for
which certificates are returned and pa
ment of coupona delaved:

No certificate presented.

Wrong form of certificate used.

Owner's name not stated,

Owner's address incompleta

Nume of deltor company and descrip-
tlon of bonds missing.

Deductions neither claimed nor d's
claimed.
Amount of deductions claimed if an®

| should be amount of coupons.
| Totul exemption not indlcated.

Not signed or dated.

Stamp or date of first collecting azen™
Mmissing

First collecting agency stamp.

Hatisfied as to the identity and respo
slollity of agent.

We do not pay.

Not due.

*1 do not see how ‘information at tn*
source’ instead of ‘collection at 1the
source’ will simplify our work to an
great extent,” sald thoe head of the !r
terest and dividend paying departmer
of one of the large corporations. 71 »
only remedy for this intolerable amm
of useless work, In my opinion, is 1t
abolish this sayetem of taxation in wh!
the debtor {s made the source”

“Information at the source’ {s larze
advocated by the representatives of |
ink agents, who feel that though
not relieve the paying corporation
much of ‘its burden, it will decrens
|amount of work upon the paving e
In the matter of deductions mad
bonds that are not guaranteed tax fr
It Is the endless trouble ahont aceon
ing for deductions of tux made amoi:
Ing from 1 cent to 20 cents, and rar
mora than 35, that forms o large |
of thelr bpdang

The attitude of the earporations ¢
| inancial institutions toward “collect
at the source” has beon one of car:
cooperation with the Internal Roven a
Depurtméut to earry out ali deials o
the law and the rogulatlions with the ut
most despatch, Despite their declarsd
position that the measure {s highly iz
eyuitable, unjust and uncenstitutiona’
the corporations have taken speclal cars
to show tha Government that so long a»
| tha law remains unchanged it will ha
| complied with to fhe fullest extent ani
| with a distinet spirit of halpfulness
| Thia attitude has obtalned righ!
| through every department of the in-
{vome tax and with almest all whe have
| been affected by it, Individuals and cor-
purations alike. Banks, trust cempa-

n

Oentinuad on Bioventh Pepa




