


SUMMARY OF THE PRESIDENT'S LEGISLATIVE TAX
PROPOSALS INCLUDED IN HIS STATE OF THE UNION
MESSAGE ON JANUARY 15, 1975

In his State of the Union Message, the IPresident announced new
economic, tax, and energy programs designed to deal with the prob-
lems of recession, inflation, and energy dependence. The tax proposals
include a temporary tax cut, based on 1974 tax liabilities, and also
permanent tax reductions and payments to nontaxpayers which are to
be financed by energy conservation taxes. In addition, the President
resubmitted several of his tax proposals made on October 8, 1974, and
carlier. In general, the tax proposals presented by the President may
be outlined as follows: - o -

1. Temporary tax cut of $16 billion. _

A. A tax reduction for individuals of $12 billion provided by
a cash refund equal to 12 percent of a taxpayer’s 1974 tax liabil-
ities up to a maximum tax reduction of $1,000.

3. A temporary increase in the investment tax credit (from 7
percent to 12 percent generally, and from 4 percent to 12 percent
for utilities) for business and farmers of §4 billion effective for
property placed in service in 1975 (with an additional 2-year
period for certain utility property) and covering binding con-
tracts in effect at the end of 1975 if the property is placed in serv-
ice before the end of 1976.

IT. Permanent tax reductions and payments to nontaxpayers
financed by energy conservation taxes and fees.

A. Energy conservation taxes and fees (to raise about $30
billion).

1. An excise tax on all domestic crude oil of $2 per harrel
and a fee on imported crude oil and product imports of $2
per barrel.?

2. An cxcise tax on natural gas of 37 cents per thousand
cubie feet (the equivalent on a I3tu basis to the $2 per barrel
petroleun excise tax and import fee).

3. A windfall profits tax on the profits realized by pro-
ducers of domestic oil at rates gradnated fromn 15 percent to
90 percent on that portion of the price per barrel that ex-
ceeds the producer’s adjusted base price, which represents the
windfall profit, retroactive to January 1, 1975.

1 The administration plans to impoese a fee of §3 per barrel on imported crude oil by
April 1975 ($1 per month beginning in February) and a fee of $1.20 on imports of refined
petroleum products. When the excise tax on domestic crude oil iy imposed, the administra-
tion plans to set an import fee of $2 per barrel on all imported petroleum, hoth c¢rude oil

and refined products.
(1)
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B. Permanent tax reductions for individuals and payments to
nontaxpayers.

1. An increase in the low income allowance from the present
$1,300 level to $2,600 for joint returns (Eb ,000 for single
letmne,)

2. -A’cut in the schédule’of tax rates. - :

. 8. A 15-percent tax érédit on the'first $1,000 of expenditiires
for thermal efficiency improveémeénts ‘in résidences, efféétive
January 1, 1975.

4: A $90 per:adult payméit to nontaxpayers and & lesser
amount for celtam low inéome: taxpayers ‘who receivé' less
than $80 in tak reductions 80 thur 1eﬁu1d md ‘tax xeductlon
togetheriequal $80. - #3

C. Peimaient tax reductions for ¢or p01 atlons —A 1educt10n m

the corporate rate of 6 percentage pomts (froin 48 pelcent to 42
per rcent). effective for 1975. -

" 'ITT. Restibmission of tax proposals'of Octobel 8, 1974, and earlier.

A. Elimination of the withhglding tax on pmtfoho investments
_In the United States of nomesulent a]1e11s and foreign corpora-
tions.

B. Deductlon of dividends pald on ,quahﬁed preferred stock for
corporate income tax purposes.

C. A new tax incentive for financial institutions for investment
in residential mortgages.

A Dbrief description of these proposals is set forth below.

The .administration estimates that its program will reduce receipts
by $5.0 billion and increase expenchtmes by $0 5 billion in fiscal 1975.
In fiscal 1976, the reduction in receipts ;will be.$6.4 billion and the
increase in cxpenchtmes will be $7.0 billion. Its preliminary budget
estimates, including the effects of these and other pr ograms, indicate
revenues of $280 b tfhon and expenditures of $314 bllhon in fiscal 1975,
causing a deficit of $34 billion. For fiscal 1976, it estimates revenues
of $303 billion, expenditures of $349 billion, and a deficit 6f $46 billion.

I. TEMPORARY TAX REDUCTIONS

© e

A. Individual Income Tax Reduction

Present law

Individual taxpayers who report their income on the basis of the
calendar year (which is the case for almost all individuals) are re-
quired to file their 1974 tax returns by April 15, 1975. Individual
income tax liabilities for calendar year 1974 currently are estimated
at approximately $118 billion.

Administration proposal

- The administration has recommended that individual taxpayers re-
ceive a cash refund of 12 percent of their tax liabilities reported on
their 1974 tax returns, up to a maximum refund of $1,000. Married
couples filing separate returns would receive a maximum refund of
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$500 each. The refund would be paid in two equal installments—the
first payment being made in May and the second payment being made
in beptember Dnder the proposal taxpayers are to compute and pay
their 1974 tax liability when they file their tax returns without regard
to any refund that is to be available to them. This proposal would not
directly aﬂ"ect income tax liabilities for 1975 and later )eals

Revenue eﬁect -

This proposal ‘would reduce Federal (xovelnment receipts by $12.2
billion, with $4.9 billion of the reduction occurring in fiscal year 19m
and $7.3 billion occurring in fiscal year 1976. No estimate has been pro-
vided of increases in 1ecelpts in fiscal year 1976 that may result from
taxpayers spending the cash tn refund. -

B. Temporary Increase In Inve'stxp'ent Tax Crédit

DPresent law

Present law provides a T-percent investnient tax credit (4 percent
with respect to certain public utility property). The investment tax
credit is available with respect to: (1) tangible personal property; (2)
other tangible property (not including a lnuldmtr and structural com-
ponents) which is an integral part of manufactuuug, production, ete.,
or which constituted a research or storage facility; and (3) elevators
and escalators. ‘

The definition of public utility property to which a 4-percent invest-
ment tax credit applies is property used predominantly in the trade

1 business of fumishino or selling (1) electrical energy, water, or
sewage disposal services, (2) gas through a local distribution system,
or ( -)) telephone service, teleol aph service through domestic telegraph
oper ations. or th“l' commummtlons services ( othortlnn mtenntwn'ﬂ
telegraph services). In general, the reduced credit applies only if the

rates for these services or items are established or approved by certain
types of governmental regulating bodies.

The plopeltv must be deprecmble-]nopeltv with a useful life of at
least 8 vears. Property with a useful life of 3 and 4 years qualifies for
the credit to the extent of one-third of its cost ; property with a useful
life of 5 and 6 years qualifies with respect to two-thirds of its cost ; and
property with a useful life of 7 years or more qualifies for the full 7 =
pereent credit. Property becomes eligible for the credit when it is
placed in service.

The amount of the credit that a taxpayer may take in any one yeai
cannot exceed the first §25,000 of tax lability (as otherwise computed)
plus 50 percent of the tax liability in excess of $25,000. Investnient
credits which because of this limitation cannot be used in the current
vear may be carried back 3 taxable years and then carried forward 7
taxable vears and used in those years to the extent permissible within
the limitations applicable in those years.

Administration proposal
The administration has proposed that the investment tax credit

be increased for one year to 12 percent for.all taxpayers, including
public utilities, The tompm ary higher credit is to apply to pmpelt\'
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placed in service in 1975 and to property ordered during 1973, if placed
1n gervice before the end of 1976. In addition, the credit would also be
avallable to the extent of construction, reconstruction or erection of
eligible property by or for a taxpayer during 1975, without regard to
the date when the completed property is placed in service.

In the case of utilities the 12 percent credit would continue to apply
for two additional years after 1975 with respect to qualified investment
in electrical power plants other than oil- or gas-fired facilities.

Also, with. respect to utilities, the 50 percent limitation on the
amount of credit which may he claimed in a year above the first $25,000
of a taxpayer’s income tax liability would be temporarily increased.
Utilities would be permitted to use the credit against up to 75-percent
of their tax liability above the. first $25.000 of liability for 1975. There-
after, the limitation would decrease by five percentage points for each
year after 1975 (that is, 70 percent in 1976, 65 percent in 1977, 60 per-
cent in 1978, 55 percent in 1979) until the limitation is decreased to the
50 percent limitation, generally applicable to other taxpayers, in 1980
and later years. _ ’

The temporary increase in the credit would be effective retroactively
to January 1, 1975. - '

Revenue effect

The administration estimates that tax liabilities will be reduced by
%4 billion annually as a result of the the increases in the investment tax -
credit. This is an estimate of the direct effect and does not include an
estimate of secondary effects that could result from the initial impact.

II. PERMANENT TAX PROGRAM

The administration’s energy program involves tax and free increases
on oi] and gas that are to raise approximately $30 billion. These in-
creases are to be offset by individual and corporate tax reductions
totaling $25 billion. The difference between this amount and the $30
billion raised by the energy taxes represents amounts retained by the
Federal government ($3 billion) or distributed to State and local gov-
ernments under revenue sharing ($2 billion) to oftset higher fuel costs.

A. Energy Taxes and Fees

PRESENT TAW

There are currently no general Federal excise taxes on crude oil or
natural gas. There are, however, Federal excise taxes on gasoline, diesel
fuel used on highways, lubricating oil, and aviation fuel, the revenues
from which are paid into the highway and airport and airway trust
funds. The gasoline tax is now 4 cents per gallon ($1.68 per barrel).
Also, the administration imposed oil import license fees in 1973 that
are scheduled to rise to 21 cents per barrel on crude oil and 63 cents
on refined produéts by November 1975. Certain refiners are permitted
to import oil without paying the fee, but these “fee-free allocations”
are scheduled to phase out by 1980.
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ADMINISTRATION PROPOSALS

1. License fee increases

The President announced that he-ixtends to increase the.import
license fees on crude oil and petroleum products by $3 per barrel,
under authority of the national security provisions of the Trade Ex.
pansion Act of 1962, as amended. The increase will occur in three
one-dollar increments on February 1, March 1, and April 1. The fee
on product imports will be rebated so that the actual increase will be
$1.20 per barrel by April. The difference between the fee increases on
crude oil and refined produets ($1.80) is equal to the benefit received
under the Federal Energy Administration’s “Old Oil Entitlements”
program, which will be discontinued for product imports as of Febru-
ary 1975, This program is designed to equalize the cost of erude oil to
refiners who have different mixes of 1)1 ice-controlled and price-uncon-
trolled crude oil.2

Levenue effect.—The import fee program at the fee level of $3 per
barrel of crude oil is expected to raise 4.8 billion annually.

2. Petroleum excise tax and import fee

The administration proposes that Congress enact within 90 days
an excise tax of $2 per barrel on all cx ude oil produced in the United
States and an 1mport license fee on crude oil and petroleum products
of $2 per barrel. The effeet would be to lower the fec on erude oil from

%3 to $2 per barrel and to raise the fee on refined product imports to
to that level.

LRevenue effect.—These combined actions will raise an estimated
$9.5 billion in revenue annually, appmmmately $3.2 billion from im-
port fees and $6.4 billion from the domestlc oil excise tax.

3. Natural gas excise tax

The administration proposes an excise tax of 37 cents per thouﬁfmd
cubic feet (mef) of natural gas. This is equivalent on a BTU Dbasis
to the $2 tax on crude oil. -

Revenue effect—This tax is expected to raise an estimated $8.5 bil-
lion annually. ' :

4. Windfall profits tax

In connection with its proposal to decontrol the price of oil, the
administration proposes a windfall profits tax (smul‘u to the one re-
ported by -the Ways and Means Committee in 1974). This is an excise
tax on crude oil produced in the United States based on the estimated
“windfall profits” on each barrel of oil. Windfall profits on a barrel of
oil are defined as the excéss ‘of the price of that -barrel over its ad-
]usted base price. The initial '1d]usted base price will equal the pro-
ducel s celhna price on December1,:1973, under the price control pro-

2In’ 1974 the Ways and \Ienns Committee reported a bill (H.R. 1446"—-’1119 0il and

a: Dnergy Tax Act of 1974) that wounld have made the President’s authority to impose
restrictions on imports under the unational Security provision subject to specific criteria.
Ong of these was that the price of imported oil had to be less than or egual to the price
of T.S. oil, which is not the case now. A second criterion was that the import fees had
to be aimed at increasing U.S. independence of foreign crude oil and' of foreign refining
capacity. The House did not act upoen this bill.
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gram, plus 95 cents (compared to a 50-cent initial adjustment in the
Ways and Means bill). Each month the base price will be adjusted up-
wards so that the tax will phase out within five years, Windfall prof-
its on any property will be limited to 75 percent of the net income from
that property.

The windfall profits tax rate will range from 15 percent on the first
20 cents of windfall profits to 90 percent of windfall profits in excess of
$3.00. (In the Ways and Means bill, the rates ranged from 10 percent
to 85 percent.) Percentage depletion will not be allowed on the gross
income represented by a producer’s windfall profits tax liability. The
administration specifically recommends against a plowback provision
(such as was included in the Ways and Means bill) which would allow
a credit against windfall profits tax liability for investments in energy-
related areas above a threshhold level. '

Revenue effect.—This tax is estimated to raise $12 billion in 1975
and decreasing amounts thereafter until it is phased out.

B. Permanent Tax Reductions and Payments to Nontaxpayers
1. Individual Tax Reductions

(a) Changes in the minimum standard deduction

Present lacawe.—Under present law, an individual who chooses not (o
itemize his deductions can elect a standard deduction equal to 15 per-
cent of adjusted gross income (up to a maximum of $2,000) or a $1.300
minimum standard deduction (also known as the low-income allow-
ance). In conjunction with the $750 personal exemption, it provides
a tax-free income level of $2,050 for a single person, $2,800 for a
married couple, and $4,300 for a married couple with two childrei.

ALdministration proposal —The administration proposes to raise the
low-income allowance to $2,000 for single returns and $2,600 for joint
returns. This will, in effect, eliminate the percentage standard deduc-
tion, since the new minimum standard deduction would exceed the cur-
rent maximum percentage standard deduction. The higher.low-income
allowance will increase the tax-free income level for a single person to
$2.750, for a married couple to $4,100, and for a family of, four to
#5.600, which is slightly greater than the estimated poverty level for
1975. - e

Revenue effect—The incréase in the minimum standard deduction
is estimated to reduce taxes by $5.2 billion at 1975 income levels.

(b) Rate reductions - . .

. Administration proposal—The administration also. proposes rate
reductions in the lower income brackets. These are to be offset by small
ate increases in the middle income brackets which will have the eftect
of almost phasing out the rate reductions for higher income taxpayers.
Under this plan, no one will experience an actual tax increage, but
only low and middJe inecome families will have a significant reduction.
- The administration proposes to lower the initial tax bracket from
14 percent to 7 percent. Rates are reduced for tax brackets up to
%6,000 for married couples who file joint returns and up to $8,000 for
single individuals. Rates are increased in the brackets between
$16.000 and $24.000 for married individuals who file joint returns and
in the brackets between $20,000 and $26,000 for single taxpayers. The
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tax 1s reditced somewhat in all brackets although it is largely offset
by the increased rates in the middle brackets. The proposed tax tables
(compared with' the tables under present law) are set forth in
Appendix A.

Revenue effect.—This rate reduction and the i increase in the low-
income allowance together involve an estimated revenue loss of $16.5
billion. Of this. $5.2 bllhon resulfs from the increase in the low-income
allowance and $11.3 billion from the rate reductions.

(¢) Payments to nontaxpayers

Administration proposal —The administration proposes to distrib-
ute an $8C annual payment to adults who currently pay no tax. Adults
who receive less than $80 in tax reductions under thé changes in the
minimum standard deduction and the rate reductions descr 1bod above
will receive a payment cqual to the excess of $80 over their tax
reduction.

Revenue effect—These payments will 10511]1 i a cost of %2 billion
annually.

(d) Tax credit for home insulaticn

Present Tuir—Under present law there are no deductions or credits
available for nonbusiness expenditures by taxpayers to improve thcr
mal efficiency in their residences,

Administration proposal—The administration proposes a 15- -per-
cent tax eredit for expenditures to improve thermal efliciency in resi-
dences. The credit would be limited to $1,000 of such expenditures
and would last for three years.

Rewvenue effect—The revenue cost of tlns proposal is estimated at

%500 million anihually:

2. Corpoi'ate Tax Reductions

The administration proposes to reduce the corporate tax rate from
18 percent to 42 peicent effective for 1975 and thereafter.

Révénue éffeat—This rate reduction represents. an annual revenue
loss of $6_billion.

IIL RESUBMISSION OF TAX PROPOSALS OF OCTOBER 8
1974, AND EARLIER

A. Wzthholdmg tax on portfolio investmenits in the United States
of nonresident aliens and foreign corporatwns

Present law .- .-+ .. - < me o R : .o

Present law prov ldeb,,lll general; ,that mterest dl\'ldends, and other
similar types of income of a nonresident alien or a foreign corpora-
tlon are generally.subject to a 30-percent tax on the gross ammmt paid
if such incéine is not effectively conriected with tlié conduct of a trade
or busuuss within the Ulufed States. Howe\ er, & numbel of excep-
tions have been provided from this80-pereént tax on gross income. In-
terest from bank deposvts are exempt. Any interest or dividends p‘ud
bv a demestic corporition which earns less than. 20 perceiit of its gross
income from sources within the Umted States is also not. sub]ect to the
80-percent tax. Moreover; the1e is no estate tax h'l,blht) w1th respect
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to a debt obligation or a bank deposit when the interest on such obliga+
tion or.deposit would not be subject to the 30-percent withholding tax
if it were received by the decedent at the time of his death. In addition
to these exceptions provided in the Internal Revenue Code, various in-
come tax treaties of the United States provide for either an exemption
or a recuced rate of tax for interest and dividends paid to foreign per-
sons if the income is not effectively connected with the conduct of a
tracle or business within the United States.

Administration proposal

The President proposes eliminating the U.S. withholding tax on all
portfolio investments in the United States of nonresident aliens and
foreign corporations. This means that interest and dividends on
portfolio investments in the United States paid by a U.S. person are
to be exempt from U.S. tax if received by a nonresident alien individual
or a foreign corporation.

Revenue cffect
It is estimated that the elimination of the U.S. withholding tax on

foreign portfolio investments will result in a revenue reduction of
$150 million. -

B. Deduction for corporate income tax purposes of dividends paid
_ on qualified preferred stock
Present law .
Present law generally provides that dividends paid by a corporation
to its shareholders on either its common stock or its preferred stock
are not deduetible for corporate income tax purposes. Interest paid by
a corporation on any of its indebtedness (bonds, notes, etc.) is gener-
ally deductible for corporate income tax purposes.
Adnvinistration proposal . . s
‘The President proposes to allow a deduction for cash dividends
paid on preferred stock issued after December 81, 1974, for pre-exist-
g bona fide debt of the issuing corporation. For these purposes,
referred stock would be required to be nonvoting, limited and pre-
erred as to dividends, and entitled to a liquidating preference. This
is intended to reduce the cost of capital and stimulate equity rather

than debt financing.

Revenue effect
<1t is estimated that a deduction for dividends paid on the qualifying
preferred stock will result in a4 revenue reduction of $100 million.

C. A new tax incentive for financial institutions for investment
in residential mortgages
Present law ' - A
.- Present law provides tax benefits through special bad debt reserve
deductions for thrift institutions, which includes mutunal savings banks,
savings and loan associations, and cooperative banks, Wwhich are pri;
marily ergaged in the business of home mortgage financing. These
thrift ‘institutions are allowed to compute the addition to their bad
debt reserves for ‘qualifying real property loans on the basis of a
percentage of taxable income. The 1969 Tax Reform Act reduced the
applicable percentage over a 10-year period from 60 percent of taxable
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income to 40 percent (it is 45 percent for 1975). In addition, certain
niodifications are required to be made in the determination of the ad-
ditions to the reserve under this method. For example, if a taxpayer
dloes not invest certain portlons of its assets in qua%lﬁ ‘ing assets, the
percentage of the deduction is reduced. Moreover, there i IS an overall
limitation upon deductions, i.e. the balance of the reserve forlosses on
qualifying real property loans cannot exceed 6 percent of the outstand-
g Joans.

Commercial banks compute the additions to their bad debt reserves
on the basis of a percentage of outstanding ecligible loans or on the
hasis of the actual loss experience of the individual bank (which is
the method required for most businesses).® The 1969 Tax Reform Act
eliminated the percentage of outstanding eligible loan method subject
to an 18 year transition period. UInder the transition rules, additions
to the reserve may not increase the reserve balance to an amount, in
excess of 1.8 percent of eligible loans outstanding in taxable years
heginning before 1976, 1.2 percent for taxable years S between 1976 and
1982 2. and 0.6 percent for taxable years beginning after 1981 and before
1988. after which time all commercial banks will be required to com-
pute reserve additions on the basis of actual loss experience.
Administration proposal .

The administration (under President Nixon) proposed a compre-
hensive series of recommendations dealing with financial institutions.
Among the proposals was a restructuring of the thrift institutions,
0\panqu their powers to reduce the dem'eo of [unctional specializa-
tion among financial institutions. As a “result of this proposal, the
administration proposed a uniform tax treatment of financial institu-
tions. The percentage of taxable income method available to thrift
institutions to compute the additions to their bad debt reseryes on
qualifying real property loans would be eliminated. In general, thrift
institutions would compute reserve additions under the | percentage of
eligible loan method or under the experience method (as provided for
commercial banks).,

The administration proposed. in lieu of special bad debt deduction
a new tax credit (to be available to all taxpayers)-equal to a percent-
age of the gross interest income from residential mortages in order
to provide an incentive for the continued flow of capital’ mto the resi-
dential mortgage market. The credit would be 3.5 pereent /(1.5 pereent
in the case ot indiv iduals) of the residential mortgage interest income
earned during the taxable year. The 5.5 percent level (but not the 1.5
percent for individuals) decreases if a taxpayer's assets invested in
residential mortgages are less than 70 percent of its total assets (deter-
mined as of the close of the taxable year). The credit percentage would
be reduced by one-third of 1 percentage point for each point below 70
percent.

Levenue effect

The eftect of the proposed tax changes for financial institutions is
expected to result in a revenue loss of approximately $200 million a
year.

3 U'nder the actual experience method, additions to a reserve for bad debts are com-
puted on the hasis of actual loss experience for the current taxable year and the preceding
five taxable years.



APPENDIX A: PRESENT AND PROPOSED RATE

SCHEDULES

1. Present Law and Proposed Rate Table for Married Individuals Filing Joint
Returus and Certain Surviving Spouses !

Taxable income

Present Taw

Proposal

+ Tax rate (%)

Over Not over Pay 4 Taxrate (%%) Pay
aias $1, 000 e 14 — 7
$1, 000 2 000 $140 15 8§70 10
2, 000 3 000 290 16 170 13
3,000 4, 000 450 17 300 15
4, 000 S, 000 620 19 — —
(4, 000% 2 (6, 000) —_ - 450 17
(6, 000 2 (8,000) — 790 19
8, 000 12, 000 1, 380 22 1,170 22
12, 000 16, 000 2, 260 23 2, 050 25
16, 000 20, 000 3 260 28 3, 050 29
20, 000 24, 000 4 380 32 4, 210 o
24, 000 28, 000 5, 660 36 5, 530 36
28, 000 32, 000 7, 100 39 . () 970 39
32,000 36, 000 8, 660 42 8 530 42
36, 000 40, 000 10, 340 45 10 210 45
40, 000 44,000 12, 140 48 ~12 010 .48
44, 000 .52, 000 14, 060 - 50 13 930 :)0
52, 000 64, 000 ]8 060 53 17, 930 H3
64, 000 76, 000 24 420 55 24, 290 35
76, 000 88, 000 31, 020 AR 30, 890 h8
38, 000 100 000 37, 980 60 37, 850 60
100, 000 120 000 49, 180 62 45, 050 62
120, Q00 ]40, 000 57 580 64 H7, 450 64
140, 000 160, 000 70 380 66 70, 250 66
160, 000 180, 000 83, 580 68 83, 450 68
180, 000 200, 000 '97, 180 69 97 050 69
200, 000 300, 000 110, 980 70 11 0, 850 70

i Applxes for a Quahﬂod su1vmug wu]ow or mdomr in the first t\\o ycars affer the yeur in which the

spouse died.

2 Proposed new brackets; spht of preseni law $4,000 Lo $8,000 bmchl

(10)
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2. Present Law and Proposed Rate Table for Unmarried Individuals (olher than
Certain Surviving Spouses and Heads of Households)

Taxable income Presont law Proposal
Over Not over Pay + Taxrate (7) Pay + Tax rate (%)
— $500 —— 14 — 7
500 1, 000 $70 15 835 9
1, 000 1, 500 145 16 80 11
1, 500 2, 000 225 17 135 13
2, 000 £, 000 310 19 -
(2, 000) 1 (3, 000) —_— -— 200 16
(3, 000) 1 (4, 000) — — 360 18
4, 000 6, 000 690 21 540 20
6, 000 8, 000 1,110 24 940 23
8, 000 10, 000 1, 590 25 1, 400 25
10, 000 12, 000 2,090 27 1, 900 27
12, GNO 14, 000 2,630 29 2,440 29
14, 000 16, 000 3,210 31 3, 020 31
16, 000 18, 000 3,830 34 3, 640 34
18, 000 20, 000 4, 510 36 4, 320 36
20, 000 22, 000 5, 230 38 5, 040 39
22,000 26, 000 5, 990 40 3, 820 41
24, 000 32, 000 7, 590 45 7, 460 45
32, 000 38, 000 10, 290 50 10, 160 al)
38, 000 44, 000 13, 290 ad 13, 160 20
44, 000 50, 000 16, 590 60 16, 460 60
50, 000 60, 000 20, 190 62 20, 060 62
60, 000 70, 000 26, 390 64 26, 260 64
70, 000 80,000 32, 790 66 32, 660 66
S0, 000 90, 000 39, 390 68 39, 260 68
90, 000 100, 000 46, 190 69 40, 060 69
100,000 __... _._...._. 33,090 70 52, 960 70)

! Proposed new brackels, split of present law $2,000 1o $4,0)9 bracket.
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TanLe 2.—Effect of Administralion Proposcl o Refund 12 Percent of the 197
Individual Income Taxr Wih a $1,000 Limit on the Amount of Refund, 1974

Levels
Amount of tax Percentage Percentage
decrease tax distribution
Adjusled gross income class (thousands) (millions) decrease ! of tax decrease
L ; $30 12.0 0.2
3-8 . 213 12.0 1.7
887 - e 491 12.0 4.0
S7T-$10_ . _ .. 1,110 12.0 9.1
S10-815_ . 2, 549 12.0 20. 9
$15-820_ . 2, 509 12. 0 20. 6
$20-$50_ . _____ 4, 489 11. 7 36. 8
$50-$100_ _ .. _.___ _ 646 5. 4 5.3
$100 and over_ . _ ____.__________ 157 1.5 1.3
Potal ccn s s soens s e 12, 195 10. 3 100. 0

1 Percentage of 1974 tax.

NoTe.—Delails do not necessarily add o totals heeause of rounding.

TABLE 8.—Effect of Administration Proposal to Incrcase the Minimum Standard
Deducetion to §2,000 for Single Person Returns and to $2,600 for Joint Beturns

and Reduce Tax Rates, 1975 Levels

. Amount of tax Percentage Percenlage

. decrease tax distribution
Adjusted gross income class (Lthousands) (hillions) decrease ! of tax decrease
0-98 _ . $0. 25 83.3 1.5
B8-83 ... 1. 20 66. 7 7.3
-7 .- 1. 96 49. 0 11. 9
S7T-810_ _ . ... 3. 38 38.0 20. 5
SI-B15 o iicaiioan 4. 72 21. 6 28. 6
815-$20_ o _____ 2.70 11.8 16. 4
$20-850_ _ . ____ 2.15 4.8 13. 0
$50-$100_ - _ o __ o _____ .11 .8 T
$100 and over___ _____________. .03 NG .2
d it <1 L e * 2 16. 50 —12. 6 100. 0

! Percentage cf 1975 tax.
2 Does not include payments to nontaxpayers.

NoTteE.—Details do 1ot necessarily add to totals hecause of rounding.
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TasLe 4.—Separale Effect of Adminisiration Proposal lo Increase the Minimum
Standard Deduction to $2,000 for Single Person Returns and $2,620 for Joint
Returns, 1975 Levels

Amount of tax Percentage Percentage

decrease tax distribution

Adjusted gross income class (thousands) (billions) decrease ! of tax decrease
088 et e s 5 i $0. 24 80.0 4.6
$3-95 ... .79 43. 9 15.0
L1 1. 03 25. 8 19. 6
i o 1 | e 1. 41 15. 8 26. 9
$10-%16__ o ____ 1. 15 5.3 21.9
$15-820. .. .. oiiciiineas 40 1.8 7.6
B0-880 . oo s cciccnmsmeeees 22 .H 4.2
$50-$100_ _ ____ . __ 01 .1 .2
$100 and over___ ______________ o) (?) ®
Total . . _ . ______ h. 24 4.0 100. 0

I Percentage of 1975 tax.
2 Less than $5 million or 0.05 percent.

NoTE.— Details do nol necessarily add to totals becaus2 of roun ling.

TasLe 5.—Separale Effect of Administralion Proposal to Reduce Individual Income
Tax Rales, 1975 Lcvels

Perce o0

Amount of tax Percentage ois(l‘:'ht){llt?(;‘l‘

Adjusted gross income class (thousauds) deerease (billions) tax decrease ! of Lax decrease
0-83 .- $0. 01 3.3 0.1
838 .41 22 7 3.6
el i O SN .93 23. 3 8.3
S7-910_ __ .- 1. 97 22. 1 17. 5
$10-$15_ ____________________ 3. 57 16. 3 317
$15-920_ ... 2. 30 10. 1 20. 4
$20-$50_ o __. 1. 93 4.3 17. 2
$50-$100 - ______ .. ___ .10 . .9
$100 and over_ . _____________._ .03 .2 .3
g1 C ) 11. 25 8.6 100. 0

1 Percentage of 1975 tax.



APPENDIX B: STATISTICAL DATA

TaBLE 1.—Summary of tar increases and decrcases proposcd by the
administration

[In billions of dollars]

Fuil-yenr
Tax increases : ; effect

Qil excise tax and import fee e —_ -+ 9.5

Natural gas excise tax_____,,_, __________________________________ .+ 8.5

Windiall preilllil TS 5 i o i s T i AR S5 - +12.0

Total inereases® _____ -+30.0
Tax decreases :

Temporary ® oo S —16.0
Refunds of 1974 individual income tax_________ _______________ —12.0
Investment credit_ _____ . __ _ __ e — 4.0

Povmawent oo o oveien meom, oo e seow e e e s ey s 1-925.0
Individuals:

Increased minimum standard deduction and reduced tax
WIBE e e —16.5
Residential conservation tax credit___ . ________ —_— .5
Payments to nontaxpayers- . _______ o __ — 2.0
Corporate rate reduction-___________________________________ — 6.0
Total decreases o e —41.0

L P’hases out over § years.

2 Does not include items with small revenne effeet such as the deduction for pre-
ferred stock dividends, ete.

31974 only for individual refunds and 1975 and 1976 only for investment credit.

£The difference hetween the permanent tax increase of $30 billion and the permanent
reduction of $25 billion is to be retained by the FPederal Government ($:3 billion) and
distributed to State and loecal governments (52 billion) (o offset higher fuel costs.

(14)





