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FICA SCHEME MAY PROFIT WORKER AND FIRM

Continued from 12th Page
tax, to a net before income taxes of
$21,496.23. He or she will pay income
taxes, however, on $22,900.

But if the firm adopts Walton's
proposal and pays the total FICA, the
figures change remarkably.

First the employe must agree to
accept an annual wage equal to what

it would have been if he or she had -

paid half the FICA tax.

In this example, the worker gets an
annual wage of $21,496.23. Since the
employer is now paying the total tax
bill, the worker seems no better or
worse off than under the prior meth-
od. That total is exactly the same as
$22.900 minus what the employe'’s
FICA tax would have been.

The company, however, is in a very
different position. It is paying the to-
tal FICA tax, but that tax is figured
on the employe’s new wages of $21,-

496.23. The FICA tax amounts to $2,-
635.44. So the company’s total cost of
cgmgensating the employe is $24,-
131.67.

That's a saving of $172.10 from
what the company would have shell-
ed out under the original case.

For a company with several
hundred employes earning incomes at
or below the Social Security wage
base, Walton points out, the total
savings can be substantial. Even for a
worker earning $10,000 a year the
firm will save more than $75 annual-
ly. (Above the wage base, savings
quickly drop to zero.)

A spokeswomen for the Internal
Revenue Service in Washington said
the practice is “perfectly legal, since
it complies with the (tax) statutes.”

She pointed out, as does Walton,

that the worker would tﬁvg to_in-
clude in his or her taxable income

FICA taxes paid by the employer that

But even with this half of the FICA
added back in to taxable income, says
Walton, the employe still comes out
ahead. In the ¢ e worker who

“garned $22,900 and dropped down to

$21,496.23 when the company picked
up the whole FICA tab, the total tax-
able income would be $22,813.95, or
$86.05 less than it would have been in
the first instance.

How does Uncle Sam come out?
The income tax bite on the worker is
slightly less. The company more than
offsets this, since it will pay in income
taxes about half of its savings under
Walton’s plan. But since the FICA
collections decline even more than
income taxes increase, the total fed-
eral take ends up smaller.

Workers should be aware, says
Walton, that a change to the plan he
advocates would slightly reduce their

wage base on which Social Security
pension benefits are figured. For each
$1,000 drop in annual wages (up to
$22,900) the monthly benefits at age
65 would fall about $20 or $25.

Young workers, such as teenagers
working in fast-food chains, may not
care about this, and other industries
with a high turnover of personnel
may also find little resistance. But
employers could use some of the sav-
ings to buy annuities for workers
concerned about retirement income,
Walton notes.

The combination of possible per-
sonnel problems, the mathematics,
the Social Security rules and the fed-
eral tax regulations makes the idea
hard to sell to corporations,. Walton

. S0 rar, 3 t South-
ern California firms have studied it in
depth, but none has yet decided to
take the plunge.
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7 CHomp®, were traded

better prices.

“It works both ways for protection

of the investor,” said the Pacific
spokesman. “We draw volume from
the other markets and we direct or-
ders to the other markets when they
have better prices. Investors may di-
rect their orders through the Pacific
Stock Exchange for execution on any
of the other markets.”

Meanwhile, William M. Batten,
chairman of the New York exchange,
said in a speech on Friday that most
key elements of a national market
system were already in operation and
were benefiting investors.

“With the rapid, continuing expan-
sion of ITS,” Batten said, “it is accur~
ate to say that the securities industry
—with the valued assistance of the
Securities & Exchange Commission—
has succeeded in defining and devel-
oping most of the key elements of a
national market system. More impor-
tant, those elements are now operat-
ing with increasing effectiveness.
While several issues remain to be re-
solved, the structure and operation of
the markets has been substantially
improved, without damage to their
basic strengths and integrity.”
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In winter, outside air is drawn over the
outside coil. Heat that’s always present, even
on coldest days, is absorbed and transferred
through the refrigerant to the inside coil.

Now the heat pump draws air over the
warm inside coil, where it is heated to a com-
fortable temperature and circulated through-
out the house.
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Pump definitely an idea worth looking into.
Meeting basic needs with good ideas
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‘Worker, Firm
Can Gain by
FICA Scheme

BY ALEXANDER AUERBACH
Times Staff Writer

How can a company boost its em-
ployes’ after-tax income and increase
corporate profits at the same time?
By .treading delicately through the
jumble of federal tax laws, says Wil-
liam L. Walton.

Walton is a Los Angeles accountant
who has made a career of poking
through the seemingly uncontrover-
sial, familiar sections of the tax codes.
He was the one, for example, who
realized that many companies were
routinely paying Social Security taxes
on the wages of workers getting sick

ay. Such pay is exempt from the
evy, and Walton has recovered some
$10 million for some 100 corporate
clients.

Now Walton is pushing another

1dea: e rs, h s, should pay
their worke i ity
tax {ab, which usually is split evenly

between employer and employe. The )
item is generally noted a (EICA” on i
paycheck stubs, for t&mmj Insur-
ance

s not an act of blind generosity
on the employer’s part, Walton ex-
plains. The idea only works if the em-

e Ha of the FICA
to his or her of the
payment. The worker may well RCA
agree, however, since the change The faf
won't affect the amount on the pay- listening ¢
check subject to income tax, and thus Phonograp
will leave take-home pay the same. Porate ma
Yet at the end of the year th . Nipper
er's total income tax bill will be company
ower. graph sym!
one of that seems to make Wasrelega
sense, the confusion is one reason But Edga
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Figures

‘back Steve De-
reld to 46 yards.

AP Wirephoto

eeees 33 21 U4 21—99
ceeen. 20 23 23 2894
t—None. Total fouls—
15, Cleveland 17. Att—7,-

ts 134, Rockets 121

} (121)—Barry 29, Tom-
Malone 23, Murphy 22
lin 0, Jones 10, Dunleavy
piarker 2, Bradley 4.
ER (134)—McGinnis 26,
10, Issel 15 Thompson 26,
. Wilkerson 13, Boswell 16,
Smith 7, Crompton 6, Ellis 0.
: .27 2% 31 -1
5 .36 27 0 41—
ou eid. Total fouls—
33, Denver 28. Technical
ry. Att—14,485.

[ippers 103. Sonics 100

TLE (100)—J. Johnson 20, Sik-

LaGarde 12, G. Williams 8, D.

1 13, Brown 10, Shelton 4
~ J, Snyder 9, Silas 5.

DIEGO (103)—Wwashington 1%,

..rspoon 13, Nater 8, Smith 26,

, Norman 19, Bigelow 2, Kun-

F. Williams 2. Note: Sidney

id not play because of flu.

28 25 27 20100

39 .18 25—103

U Total fouls—

Diego 22. Att—9,469.
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NHL STANDINGS
PRINCE OF WALES CONFERENCE
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NY Rangers . 5 1 3 13 31 .21

NY Islanders 4 2 ¥» B

Philadelphia 3 4 2 8 24 24
Smythe Division

W. L TPis
3

1
3
1

TS %
Chicago . .4

Vancoguver. 4 9 4 4«4
8t Louls: ' ..2 ;

Colorado 2

Sunday’s Results
Vancouver 5, Philadelphia 2
NY Rangers 3, Pittsburgh 2
Chicago 4 Montreal 1
Only games scheduled

Tonight's Schedule
No games scheduled

42 3

1
5
4
6 3 8

Sunday’s NHL Summaries

Canucks 5, Flyers 2

Vancouver .. .. 21 25
Philadelphia .... . ..... 1 102

SCORING: 1. Phi, Kelly (1) (Dean,
Bridgman); 2. Van., Smyl (2)
(Snepsts, Gradin); 3. Van, Sedlbauer
(6) (unassisted); 4. Van, Gillis (2),
power play, (Oddleifson, Verver-
gaert); 5. Phi, Barber (5) (Clarke,
Wilson); 6. Van, Fraser (5) (Gradin);
7. Van, Oddleif “4) ( isted)
Shots on Goal: Vanc. on Stephenson
30; Phil. on Hanlon 35. Att—17,

Rangers 3, Penguins 2
Pittsburgh
New York ....

SCORING: 1.
(Ferguson, Stackhouse); 2. NY, Gre-
schner (1), power play, (Hedberg,
Hickey); 3. NY, Hickey (2) (Gre-
schner, Hedberg); 4. NY, Plante (1)
(Duguay, Vadnais); 5. Pit, Kindra-
chuk (3) (Schutt, Stackhouse). Shots
,on Goal: Pitt. on Davidson 28; NY on
Herron 33. Att—17,419.

Black Hawks 4, Canadiens 1
Montreal ........ .. ...0 0 1=
Chicago ..... . 12 1—4

SCORING: ). Chi, Boldirev (5),
power play, (Koroll, Wilson); 2. Chi.
Boldirev (6), pp, (Koroll, Wilson); 3.
Chi, Bordeleau (5), pp, (Russell,
Marks); 4. Mon, Lemaire (4), pp,
(Lambert, Lapointe); 5. Chi, Russell
(2 empty net), short handed, (Espo-
sito). Shots on Goal: Montreal on
Esposito 36 Chicago on Dryden 21
Att—17,223.

WHA

Sunday’s Results
Cincinnati 7, New England ¢
Quebec 6 Edmonton 2
Indi 3, Winnipeg 3 (over

time) »

Tonight's Schedule
No games scheduled,

WHA Highlights

At Edmonton: Quebec 6, Edmonton
2. Real Cloutier and Marc Tardif
scored two ?oals each to lead Nor-
diques. Cloutier also collected three
assists to take over scoring lead in
wvldo.Az.all-le has 11 goals in 9 games. Att. =

At winnlpos: Indianapolis 3,
peg 3 (ov
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‘Worker, Firm
Can Gain by
FICA Scheme

BY ALEXANDER AUERBACH

Times Staff Writer

How’ can a company boost its em-
ployes’ after-tax income and increase
corporate profits at the same time?
;?gn t}lreen}nflgd dellicately through the

e of federal tax laws, s il-
liam L. Walton. A

Walton is a Los Angeles accountant
who has made a career of poking
through the seemingly uncontrover-
sial, familiar sections of the tax codes.
He was the one, for example, who
realized that many companies were
routinely paying Social Security taxes
on the wages of workers getting sie’k
pay. Such pay is exempt from the
levy, and Walton hasrecovered some

$10 million for som
Chi omie 100 corporate

Now Walton is pushing another

1dea: e:q;“%i ?E E Eﬁi should pay
their wi i it
tax 1ab, which usually is split eve

between employer and employe. The
item is generally noted a ‘EICA” on
paycheck stubs, for Eederal Insur-
ance ibutions Act.
s not an act of blind generosity
on the employer’s part, Walton ex-
plains. The idea only works if the em-
ploye agrees to take a cut in g:oss pay
equal to his or her hall ot the FICA
payment. The worker may well
agree, however, since the change
won't affect the amourgf®on the pay-
check subject to income tax, and thus
will leave take-home pay the same.
Yet at the end of the year th =
er's total income’ tax bill will be
1y lower. )
none of that seems to make
sense, the conffision is one reason
companies have yot adopted Walton's
roposal, he ‘sdys. But it becomes
clearer with an example. |

FICA tax bite, which 'fises
next year will
9% _of the so-called
wage base, which in
first $22,900 of wages
a m—

The
gradually each year,
amount to
Social Security
1979 will be the
or salary.= %

For the sake of the example, as-
sume a worker earns exactly the
maximum wage base, or $22,900, in
1979. _

The company can pay only its half
of the FICA bill, or $1,403.77, 80 that
its- total cost of compensating that
employe will be the $22,900 wage plus
the $1,403.77 for FICA, or a total of

$24,303.77. ‘

As for the worker, his or-her an-
nual paycheck of $22,900 will be re-
duced by the other half of the FICA

Please Turn to Page 13, Col. 2
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