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H O W THE S O C I A L SECURITY TAXES 

AFFECT CLUBS 
By G. O. PODD* 

Horwath & Horwath 

NO W that many of the f o rms to be fi l led out in connection w i th the Fed-
eral Social Security A c t have been issued, now that the taxes it im-

poses have been stated and dates fo r f i l ing have been set, there is a certain 
amount of confusion among those 
w h o have not been able to analyze 0 
the requirements fo r themselves. 
Much material has been issued con-
cerning this Ac t , many speeches made 
and—what is probably harmfu l to 
the lay mind—discussions galore have 
been and are be ing entered into by 
people only part ly conversant w i th 
the Act . T h e result is that there are 
many misconcept ions; and, no doubt, 
many mistakes w i l l be made in filling 
out forms and in computing and pay-
ing taxes. 

For this reason it will be beneficial at 
this time to review the tax sections of the 
Act, which are the sections of immediate 
interest to club managers, and to business 
men in general. I shall merely mention 
that there are many other features in the 
eleven titles of the Act regarding benefits 
and grants to the states, but these have 
no direct bearing on social security taxes 
and must not be confused with the tax 
sections. 

A summary of the tax features as they 
affect clubs, hotels and restaurants, ap-
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pears with this article In looking over 
this summary, you will note that there 
are two distinct types of tax: first, the 
Federal Retirement Tax, and second, the 
Federal Unemployment Tax. Although 
they are both computed from the payroll, 
the basis of tax is not the same and they 
are to be used for different purposes. 
Much trouble comes from confusing the 
requirements of one tax with those of the 
other. The summary has a column for 
each tax and tells briefly who is taxable, 
the basis of tax, the rates of tax payable 
by employers and employees, and the re-
turns which must be filed. 

The Social Security Act became law on 
August 14, 1935. It provides—among 
other things that do not directly concern 
club managers—a retirement benefit or 
pension for the wage earner when he 
reaches the age of 65, and it provides for 
unemployment insurance. Since benefits 
under the unemployment insurance section 
are to be administered by the states and 
not by the federal government, the va-
rious states were expected to pass—and to 



SUMMARY OF THE PRINCIPAL PROVISIONS OF SOCIAL SECURITY LAWS 
AFFECTING HOTEL, CLUB AND RESTAURANT EMPLOYERS 

(Prepared by Horwath & Horwath) 

Federal Retirement Tax Federal Unemployment Tax ,Pata 0,1 Valuation of 
Rooms, Meals and Tips 

Employers who have eight or more 
Employers subject to tax Vvorv omnlnv.r employees on each of some twenty 

or contribution ^^ ' employer days during the year, each day be-
lng in a different calendar week. 

— ' Total wages, including the reason-
able value of lodging and meals , . 
furnished by the employer to his Total wages, including the reason- The valuation prescribed by the 
employees, except: able value of lodging and meals various states authorities will be 

Basis of tax or contri- (1) Wages of employees over age lurnished by the employer to his accepted as a basis of the Federal 
but ion 65 employees, except wages paid by an Tax As a suggestion for those 

(2) Wages of any employee over individual employer to his spouse, states which have no Unemploy-
$3,000.00 a year payable by PaI,?nt' or chlld. under age 21. ment insurance laws, the follow-
one employer (Tips are not included in wages) ing is the valuation of rooms and 

j (Tips are not included in wages) j meals as determined by the State 
1936 1% of wages of New York: 

i qo7 inqs inqq , ncf nf wne-i»« 1937 2% of wa^es Meals—25c a meal 
•p f . <ox. „„ nmtri, i^n loll 1049 i „f 1938 and after 3% of waSes Lodging—$2.50 a week or 
Rates of tax or contri- 1940, 1941, 1942 1 5% of wages Deductible from this tax as credit; 40c per day 

bution payable by em- 1943, 1944, 194o 2.0% of wages pontribution to StatP Tlnpmnlnvmoni mu O. * £ xt -\T 1 J 
ployers 1946. 1947, 194S 2.5% of wages Cd un to 90% of th?FeS Tu6 State of,.New Yor* fmad<? the 1949 and after 3.0% of wages J:,?,, J li T= Jflfa following ruling on determining 

Tax, provided contribution is paid the amount of tips: 
before filing Federal return. , , . , 

Rates of tax or contri- 1937, 1938, 1939 1.0% of wages (a) gT'cfnts the'* U»t 
bution payable by em- 1940. 1941. 1942 1.5% of wages should amountto five ,Pnt 
ployees. (Must be de- 1943, 1944, 1945 2.0% of wages NONE ™ouId amount to five cents 
ducted from each wage 1946. 1947. 1948 2.5% of wages Tf tb« average oheok is morP 
Payment) 1949 and after 3.0% of wages (b) tha^sTceX ÎnTnot more 

Return due monthlv iVnrm 11 Return (Form 940) for each year than $1.00, the tips should be 
on or before the last dav of month due on °r before JanuarV 3* of "ext 7.5 cents for each check. 

Tax returns and pay- toUowlï?5?e w?ic°h r™tSÎS ^befo^^y% "M^t™ (C) SaïS^oTThe^itbT^ 

gg ̂ n'gffî ' """ fffajVff O^er 
Initial information return for the 
first six months of 1937 due on or 
before July 31, 1937. Thereafter 
quarterly information returns will 
be due for each quarter ending Sep-
tember 30, December 31, March 31, 

Information returns June 30, on or before the last day of NONE 
the month following the quarter 
for which return is made. Special 
returns must be filed for employees 
who die or reach age of 65, witbin 
15 days after death or 65th birth-dav 



date a majority of them have passed— 
similar legislation imposing a tax. 

We advise you to obtain copies of both 
federal and state acts and of Treasury de-
partment regulations 90 and 91, which 
deal with these taxes and interpretations 
of the tax department. 

Federal Old Age Benefit 

The benefits of the federal old age re-
tirement plan are listed under Title I I ; 
and Title V I I I describes the taxes in con-
nection therewith. 

Basis of Tax—Under this section there 
is to be an excise tax paid by the employer 
and an income tax paid by the employee. 
The employee's income tax will be de-
ducted from his wages every pay day and 
will be collected by the employer. Both 
taxes are based on payrolls including not 
only the cash wages but also the reason-
able cash value of all remuneration paid 
in any other medium than cash, which in 
your case means room and board. 

There has been no federal ruling on the 
valuation of room and meals; but it is in-
dicated that the government will accept 
the valuation placed by the respective 
states fo r the purpose of their state un-
employment taxes. The state of New 
York passed on a valuation of 25 cents a 
meal and $2.50 a week for rooms. Simi-
lar values were adopted in the District of 
Columbia and in Pennsylvania. 

Tips are not to be included as taxable 
wages in hotels, since such transactions 
are direct between the guests and the 
employees and do not in any way come 
under the control of the management, nor 
can they be accounted for. In clubs, 
however, where a service fee is added to 
members' checks in place of the tip, the 
transaction becomes a part of the accounts 
of the club and the amount is definitely set 
by club policy. The service fees, though 
paid to waiters in lieu of tips, are taxable 
wages. This matter has not, to my knowl-
edge, been the subject of a ruling as yet; 
this interpretation is my own based upon 
the ruling on tips. 

Clubs Subject to Tax—For Federal Re-
tirement Taxes, any one employing one or 
more persons at any time during the cal-
endar year is subject to the excise tax and 
must deduct the income tax from the wage 
of the employee. 

Insofar as clubs are concerned, the only 
compensations not included in the total 
wages on which taxes are based are wages 
paid to persons over 65 years of age and 

wages in excess of $3,000 paid to any one 
person in any calendar year. 

There is no such thing as casual labor 
for a corporation, according to the ruling, 
and since casual labor is defined as labor 
"not in the regular course of business," I 
presume that this same ruling applies to 
clubs. 

The tax must be based upon the first 
$3,000 received by any one employee in 
any year and cannot be prorated over the 
year. For instance if a person is paid 
$6,000 a year the tax will be applied only 
on the wages of the first six months and 
the payments for the last six months will 
be exempt from tax. 

A ruling on caddies is of interest to club 
managers. There will be no tax where the 
caddies are not paid a salary but receive 
their compensation either directly from the 
members or indirectly f rom them through 
the club which acts as the agent of the 
player in making the payment and charg-
ing the player's account. 

Rates of Tax—The same tax rate ap-
plies for the excise tax on employers and 
the income tax on employees, based on to-
tal taxable wages, as follows: 

Years 1937, 1938 and 1939 1.0% 
1940, 1941 and 1942 1.5 
1943, 1944 and 1945 2.0 
1946, 1947 and 1948 2.5 
1949 and thereafter 3.0 

You will note that these taxes start 
January 1, 1937. On each pay day the em-
ployer is also required to give a notation 
in writing to the employee of the amount 
of tax deducted from his wages. This 
may be done by means of an endorsement 
on the pay-check or by a special slip or 
stub bearing the notation. No special 
form is required. 

A recent ruling also states that if the 
employer elects to pay the employee's tax 
without deducting it from the wages 
earned, this tax payment will not be con-
sidered as taxable wages. 

Forms Required—The government has 
already issued forms numbered from SS-1 
to SS-5. 

Each employer must file Form SS-4, 
which is the application fo r an identifica-
tion number for the employer. This ap-
plication is to be filed with the Social Se-
curity Board in Washington, or with the 
field office of the board in your local area. 

Each employee must file Form SS-5, 
which is the application fo r an account 
number. This form can be filed directly 



by the employee, or through his employer, 
or through the local labor organization of 
which he is a member. These forms are 
to be filed with the local postmaster up to 
March 31, 1937, and with the Social Se-
curity Board thereafter. 

Form SS-1 is for the monthly statement 
of taxable payroll and the computation of 
tax, and is to be filed monthly on the last 
day of the month following the month re-
ported on. Taxes are payable at the time 
the return is filed, the first taxes being 
payable February 28, 1937. 

Form SS-2 is an information return 
which will have to be filed quarterly. The 
first return, however, is an exception; for 
it is due in July, 1937, and covers the 
first six months of 1937. This form must 
be accompanied by Forms SS-2a, which 
are information returns on the individuals 
on your payroll during these same 
periods. 

Extra employees used for banquets, 
etc., must be reported on in the same 
manner as regular employees; and, there-
fore, it is necessary to have account num-
bers and detailed information on them too, 
whether they work one hour or a year. 

Incidentally, since the excise tax be-
comes an operating expense it must be 
included in all budgets, starting this year. 

Form SS-3 is to be filled out and filed 
with the Social Security Board 15 days af-
ter an employee dies or reaches the age of 
65. 

Payroll Forms—We must have payroll 
forms designed in such a manner that the 
information for computing the tax is easi-
ly discernible, which means that we must 
have columns for the value of room and 
meals, for service fees, for tax deductions 
and for the amounts of taxable and of ex-
empt wages. 

Because the government asks for figures 
accumulated on each individual, we also 
suggest a form on which essential data 
can be posted for each employee including 
his number, name, position, wages earned, 
value of room and meals, service fees, tax 
deductions, etc. This form can be com-
bined with a "rate card" wrhich can be 
used by your accounting department as 
authority for putting the employee on the 
payroll and for any changes in wage rate 
or position. 

Unemployment Insurance 
Title IX of the Act describes the tax on 

employers of eight or more persons, com-
monly called the Unemployment Insurance 
tax. Again may I stress that you must 

not confuse this tax and its requirements 
with the Retirement Benefits tax. 

Clubs Subject to Tax—This is an excise 
tax on employers of eight or more persons 
on at least one day of each of 20 weeks 
during the calendar year. Seasonal clubs 
having eight or more employees fo r less 
than 20 weeks are not subject to this tax. 
Organizations operated exclusively for re-
ligious, charitable, scientific, literary or 
educational purposes or for the prevention 
of cruelty to children or animals, are ex-
empt from Social Security taxes. 

Basis of Tax—The tax is again based 
on total wages earned, which includes cash 
wages plus the reasonable cash value of 
remuneration paid in other than cash, such 
as room and board. 

There are no exclusions from wages 
that are of interest to clubs. I f a mana-
ger has a contract to operate a catering 
department or other departments on a 
concession basis, he is acting as a contrac-
tor; and then he, and not the club, be-
comes responsible for taxes on payrolls in 
the department he so operates. 

Along this line, it is wise in all con-
tracts with concessionnaires to specify 
that the contractor agrees to be responsi-
ble for and to pay social security taxes. 
The definition of an employer states that 
he must be able not only to hire and fire, 
and to direct what is to be done but 
must also be able to specify "how" it is 
to be done. Thus, we have a ruling on 
hotel orchestras: where the payment is 
made to the leader and he in turn pays 
his band, he is considered the employer. 
This same ruling applies to clubs. 

Kates of Tax—The rates of the Federal 
Unemployment tax are 1% in 1936, 2% in 
1937, 3% in 1938 and thereafter. This tax 
is payable by the employer without any 
contribution from the employee. 

A provision in the Act states that if 
taxes are paid to the state on the basis of 
legislation approved by the Federal Social 
Security Board, the state tax is to be de-
ducted from the federal unemployment in-
surance tax up to 90 per cent of the fed-
eral tax. In order to obtain this credit, 
the contribution to the state fund must be 
actually paid before the federal return is 
filed. I t was because of this provision 
and because many states have imposed 
taxes on 1936 payrolls without establish-
ing the means of collecting them, that the 
general order was issued postponing the 

(Please turn to page 79) 



at club and the other as per weather bu-
reau report. Avo id trouble of over-water-
ing. Difficult to get averages on water 
supply costs. Get a rain gauge. Drill 
to use judgment in watering. 

The conference concluded with an en-
thusiastic vote of thanks to President 
John Anderson f o r a vigorous and defi-
nitely constructive administration. The 
association voted to raise the national dues 
f rom $6 to $10 annually. 

John Quaill of the Highland CC (Pitts-
burgh district) who long has been active 
in greenkeeper organization affairs, was 
elected president of the national body and 
provided with a cabinet of earnest, ex-
perienced men. The 1938 convention of the 
association will be held in Cincinnati. Con-
sideration was given to a suggestion that 
the name of the organization be changed 
to the "American Greenkeepers' Society," 
but no conclusive action was taken. 

The Greenkeepers' convention presents 
the largest effective educational activity in 
the golf club operating field, and club offi-
cials as well as members may well rejoice 
that the size, spirit and definite technical 
contributions of the 1937 Greenkeepers 
conference and exhibit must forecast a 
great year in gol f . 

Social Security 
(Continued from page 2 0 ) 

filing of the 1936 return f rom January 31, 
to March 31, 1937. 

There are additional credit provisions 
f o r the year 1938 and thereafter; but they 
are not of immediate concern. 

Forms Required—Form 940 has been 
issued and is to be filed on or before 
January 31, of the year fol lowing the one 
reported on. The time for filing the 1936 
return was extended to March 31, 1937. 
This form requires a simple statement of 
the amount of wages on which the tax is 
to be based and shows the computation of 
the tax. It is extremely simple and needs 
no amplification here. 

The tax is payable either in ful l at the 
time the return is filed, or one quarter 
with the return and quarterly payments 
each succeeding three months. 

State Unemployment Insurance Laws— 
A t the date of compiling data f o r this talk 
36 states have enacted Unemployment In-
surance Laws. Thirty-one of the states 
have tax rates as fol lows: 

In 1936, .9% of total wages, in 1937, 
1.8%, and in 1938, 2.7%. 

Ten of the states require a contribution 

GREENS ! 
| N the construction of new greens the 

physical preparation of the soil should 
be your first consideration. Soil texture is 
more important than its chemical nature. 
For one thing, healthy root development— 
the secret of all fine greens—is dependent 
on the soil's physical make-up. 

This season before you seed or sod any 
new greens or trees, mix plenty of well-
moistened Emblem-Protected Peat Moss 
(100% sphagnum moss peat) with the 
soil. Because of its high lignum content, 
Emblem-Protected Peat Moss runs high in 
available humus; persists in the soil and 
furnishes the type of organic matter your 
soil needs. 

Let us tell you more about Emblem-Pro-
tected Peat Moss and its many uses about 
the golf course. Mail the coupon below for 
Free literature and name of nearby dealer. 

C A U T I O N — I . o o k f o r ( h e P I C 
Emblem on the side o f every bale 
o f peat m o » you buy. It in not 
a brand designat ion but a stamp 
of approved quality, there f o r 
your protect ion. Only nature ' « 
finest peat moss is Emblem-Pro-
t e r t e d . 

P e a t M O S S 
P E A T I M P O R T CORP . 
Educat ional , Advert is ing and Research Dept. 
155 John Street, New Yo rk , N . Y . 

Tuli me more about the worthwhile properties of Emblem-
Protected Peat Moss and the name of a nearby dealer, pleate. 

NAME . . . 

C L U B . . . . 

A D D R E S S 



COURSE «BWE DEALERS 
Ind iana IV'ew J e r s e y 

C E. GRIENER CO. 
Silver King Gol f Course Tractors 
Ideal Fairway Mowers 
Power Lawn & Greens Mowers 
Golf Course Supplies 
125-127 E. New York St.. Indianapolis. Ind. 

Tel. Li. 1822 

M a s s a c h u s e t t s 

COLLINS SEED SERVICE CO. 
High Grade Turf Grasses and Grass Mixtures—Fer-
tilizers—Chemicals—Worm Eradicators & Insecticides. 

Elwinn SUPPLY CO. 
ELWINN Tubular Tine Turf Fork. Complete Stocks of: 
Supplies, and Equipment for Clubs, Parks and Estates. 

Roselle 4-5879 
ROSELLE NEW JERSEY 

N e w Y o r k 

131 Beverly St. 
Boston, Mass. 

Tel. Lafayette 7453 

Cedar Swamp Road 
Glen Head, L. I., N. Y. 
Tel. Glen Cove 2150 

N e w ENGLAND TORO COMPANY 
New England's leading Golf Supply & Equipment 
House. TORO Tractors, mowers, rollers, wagons, etc. 
BUCKNER Sprinklers and irr igation equipment. MIL-
ORGAN ITE and NETCO 8-6-2 Fertilizers. Grass Seeds 
—Tools—Chemicals—Accessories. 
1121 Washington St.. NEWton North 7900 

West Newton (Boston). Mass. 

A R T H U R D. PETERSON CO„ inc. 
—More Than Twenty Years of Reliable Service— 
Worthington Mowing Machinery—Hardie Sprayers— 
Buckner Irr igation Equipment—Compost Mixers—Ag-
rico Country Club Fertilizers—Grasselli Arsenate of 
Lead—all Golf Course Supplies. 

420 Lexington Avenue NEW YORK. N. Y. 

G O L F AND LAWN SUPPLY CORP. 
Distributors of Toro machinery, Milorganite, seed, ac-
cessories and supplies of al l kinds for golf courses. 

810 Scarsdale Ave., Phone Scarsdale 4600 
SCARSDALE. NEW YORK 

Michigan 

TERMINAL SALES CORPORATION 
Milorganite, Dow Arsenate of Lead, Ford Ammonium 
Sulphate and Complete Line of Fertilizers, Fungi-
cides and other Chemicals. 
1627 W. Fort Street Randolph 7220 

Detroit, Michigan 
by employees to the Unemployment Fund. 
Twenty-nine have "pooled" funds, which 
means that all contributions are put into 
one fund regardless of the unemployment 
experience in any one industry or organ-
ization. Others have funds segregated ac-
cording to industries and to individual or-
ganizations. 

Since the benefits are to be administered 
by the states, the determination of bene-
fits will vary considerably; and that is 
too large a subject to take up in a paper 
of this type. 

Payroll Forms—Payroll forms will de-
pend upon the state requirements rather 
than upon federal requirements, since the 

federal tax is based upon total payrolls in 
a fairly simple fashion. 

States may require a record of employ-
ment, both as to wages earned and as to 
hours; and for this reason it is neces-
sary to have on your payroll sheets a 
column to show the hours the employee 
worked during each period. 

In anticipation of future laws concern-
ing minimum wages and maximum hours 
it is important to have this information at 
hand. Also for this reason, we advise 
caution in evaluating room and meals; for 
under minimum wage laws, we shall want 
an equitable value so that our help may 
qualify under the law. 




