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 THE REVENUE BILL OF 1940 

TABLE III.-Comparison of total tax burden, existing law and proposed bill, mam'ed 
person, no dependents, all income earned 

Effective rate In percent 

ProposedProposed Proposed bill blll exelud­ blll Includ-Preaent Buper-taxNet income law Ing super-, Ina: super- PresentI" tax tax law Without With 
super- super­

tax tax 

$2,000. ______._.______ -.-.---- ---­ -----···iiii- "-'-'ii:oo' -----ii:4ii·--'-"'iii:iiii­ 0.44"------'$8' ·----ii:27·2.80 30.80 .93
28
 1.03 
6.40 70.40 1.1044
 1.60:;~: ::::::::::::::: 64
 I. 76
 

$5,000. ___"'__' ______ 100
 10.00 110.0080
 1.60 2.00 2.20 
$6,000. _. __• __• ____._. 149.60116
 136
 13. 00 1.93 2.27 2. 49
 
$7,000. _• __••• _____._. 172
 21. 20
 233.20 2.46 3.03712
 3.33 
$8,000. _. __•______• __• 316.80288
 28 80
 3.10 3.00248
 3.00
$9,000 .. ___• __________ 3211
 :J84 38.40 422.40 3. tl6 4.27 4.69 
$10,000 ____ •• ______._. 480
 48.00 528,00H5 4.15 4.80 6.28 
$11,000 •. _____• __•___• 59.60 665.60506
 500
 4.60 5.42 6.00 
$12.000. ___ . ____. __••. 783.20602
 712
 71.20 5.02 5.93 6.53 
$13,000. __ .. ____•__•• _ 848
 84.80 932.80 5.41703
 6.52 7.18 
$1-4,000.. _. _______.. __ 118.40 1,082.40800
 984
 5.78 7.03 7.73 
$15,000 .. _. ___•• , ___,_ 114.40 1,258.40924
 1,144 6.16 7.63 8.39 
$20,000 •• _•• _________.1 1,589 2,124 212.40 2,336.40 7.05 10.62 11. 68
 
$25,000. __" _. ___•____ 349.40 3,843.402,489 3,494 9.00 13.98 16.37 
$30,000 •• _._ •• ___.,__._ 3,569 5,104 510.40 5,614.40 II. 00 17.01 18.71 
$40,000 .• __••• ____._ •. 5,079 8,684 868.40 9,552.40 21. 71
14.05 23.88 
$50,000 ..••___••••. ___ 8,860 12,844 1,284.40 14,128.40 17.74 25.60 28.26 
$60,000 .• _•• _••. _. __._ 12,3211 17,564 1,756.40 19,320.40 20.56 211. ~>7 32.20 
$70,000 ___ ._ ••• _._. __• 16,449 22,604 2,260.40 24,864.40 32.2923.50 35.52 
$80,000....• ___•.__.._ 21,280 30,738.4027,944 2,704.40 26.50 34.93 38.42 
$90.000 .. _.• ___._. ___• 26,669 33,584 8,358.40 30,942.40 63 37.32 41.05 
$100,000. _ . __._. ____•• 29. 1
32,469 39,524 3,952.40 43,476.40 32.47 30. ,\2 43.48 
$150,000. _••• ____.•___ 63,394 70,484 7,048.40 77,532.40 42.26 46.00 51. 69
 

95,344 102,444 112.100.60Il, 755. 60
 47.67 51. 22
 56.10 
128.294 135,404 11,450.60 146,863.60 51. 32
 54.16~:~:::::::::::::: 58.76 

$300,000. _. ____•. ___•. 162,244 169,364 13,003.60 182,427.00 54.08 56.45 60.81 
$400,000. _._._ •••.• ___ 232,194 239,324 16,061.00 255,301.00 58.05 00.83 63.86 
$500.000. _ ._ ••••• _••• , 304,144 311,284 18,871. 00 330,156.00 60.83 62. 26
 66.03
$750,000. _.. __________ 400,244 521,610.00480.004 25,375.60 65.21 00.17 69.56 
$1,000,000.____•• ___• __ 679.044 686,204 31,379.60 717,583.60 67.00 68.62 71. 76
 
$2,(XIO,OOO_______"" _. 1,449,010 1,456, 184
 1,510, .105.60
54.381. 60
 72.45 72.81 75.53 
$5,000,000__•..•••__•• _ 3,788,094 3,700,164 120,383.60 3,916,547.60 75.78 75.92 78.33 

.' From the above table it will be noted a married man, without 
dependents, having a net income of $20,000 will pay in permanent 
taxes $2,124, an increase of $535 over existing law, and in addition he 
will pay a super-tax, under title II of the bill, of $212.40 for 5 years, 
making a total annual tax for such 5-year period of $2,3~6.40 or 11.68 
percent of his net income as against 7.95 percent under existing law. 
One with $50,000 net income will pay $12,844 in permanent tax, and 
$1,284.40 super-tax, making a total of $14,128.40 as against $8,869 
under existing law, or 28.26 percent of his net income as against 
17.74 percent under existing law. 

(d) Requirement [or filing individual income tax returns.-Under 
existing law, an individual, if single, is not required to file an income­
tax return unless his gross income is $5,000 or more or his net income is 
$1,000 or more. In the case of a married individual, no return is 
required under existing law, unless his gross income is $5,000 or more, 
or the net income is $2,500 or more. A return is also required if such 
individual and his spouse each has a gross income and the aggregate 
~ross income is $5,000 or more. The bill requires a return from a single 
individual if his gross income is $800 or more and from a married in­
dividual if (1) such individual has a gross income of $2,000 or more 
and the other spouse has no gross income or (2) if such individual and 
his spouse each has for the taxable year a gross income and the 
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aggregate gross income is $2,000 or over. Many persons have failed 
to file returns upon the assumption that their income was insufficient, 
when, in fact, they were liable for the filing of a return and the pa;vment 
of a tax. This change will require approximately 8,000,000 additional 
returns, and it is believed will result in the collection of substantial 
additional taxes. It is estimated that under existing law approxi­
mately 7,500,000 individual returns are filed. 

ANAJ.YSIS OF BILL BY SECTIONS 

TITLE I
 
"):':,j 

This title contains permanent amendments to the Internal Revenue
Code. 

Section 1. Short Title 

This section provides that the act may be cited as the Revenue
Act of 1940.
 

Section 2. Surtax on IndilJiduals
 

This section increases the surtax rates on taxpayers other than 
corporations. This surtax schedule has been discussed in a previous 
portion of the report. The increase is effective in the case of taxable 
years beginning after December 31, 1939. 

Section «. Corporation Tax 

The rates of income tax on corporations are increased 1 per centum
 
effective with respect to taxable years beginning after December 31,
 
1939. This section makes the specific rates named in existing law 1
 
per centum larger regardless of the character of the corporation,
 
whether largf' or small, or whether of a special class or of a general
 
class. The effect of existing law, together with the amendment, is to
 
subject to the 1 per centum increase corporations, such as banks and
 
insurance companies, whose rate of tax under existing law is the same
 
as the rate on corporations in general. 

Section 4. Nonresident Alien Individuals 

This section increases the rate of income tax upon nonresident alien 
individuals not engaged in trade or business within the United States 
and not having an office or place of business therein from 10 per 
centum to 15 per centum, such individuals being taxed under existing 
law on their receipts from fixed and determinable income from United 
States sources, such as interest, rents, dividends, royalties, etc. 

This section also, in view of this increased rate, makes an adjust­
ment in the figure of $21,600 in existing law, which is the point at 
which a nonresident alien individual is exempted from the flat 10 per 
centum tax provided for in existing law and is subjected to tax at 
normal and surtax rates on the same items of income as above men­
tioned. Twenty-one thousand six hundred dollars is changed to 
$24,000, and the section also increases from 10 per centum to 15 per 
centum the minimum rate of tax paya.ble by an individual having 
gross income of such amount. 


