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Jim -

I think we should
keep this here -- unless
DR would want it.

I checked his girls
it is not his memo --
they do not know who
wrote. it.

Trudy






August -13, 1975

Re: Reagan
Attached is California "Welfare" and tax information.

A specific impact sheet must be done on "Welfare" showing Reagan's
liberality - i.e.

- Signed a liberal abortion bill;
- Approved $30 Million (I think) Family Planning Expenditure, etc.

Basically, and more broadly, California has "plateaued" economically
and sociologically and thus there simply has been a lessening of the
burden and thus a lowering of the case load.

On taxes, such a sheet is attached and you will note:

- Adoption of w1thhold1ng, though campalgned against it;
"~ Net (after property tax relief) of about $1 Billion per

year in tax-rate increases;

- Most progressive state income tax in nation - added the
8-117% brackets;

- Higher capital gains taxes;

~ Corporation tax from 5.5 to 97 (fairly stated, must recognize
thlsw to offset business inventory relief);

- Lowered depletion allowance, as of then, lower than Federal
level;
~ Inheritance tax increase.

Parenthetically, I handled all of these tax bills.

And in the field of Open Housing (a "major' issue of the 60's),
though he cammigned for the repeal in California in '66, he joined
me to block repeal in '67 after the repealer had passed the Senate
overwhelmingly.

I conclude from all of this that,compared to other Governors, Reagan
comes out a "moderate liberal" - I'd say #7 on a scale of 1 to 10 -~
a fairly liberal governor cloaked in conservative cloth.

Another conclusion is that Reagan is mostly a compromiser. To his
credit, he learned the art but, in assessing his present rhetoric, the
true conservative must appraise that rhetoric in light of his history
of compromise in Califormnia. [
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Record of Governor Ronald Reagan
Regarding State Taxes

I. THREE MAJOR TAX INCREASES IN EIGHT YEARS

1967 -- SB 556 v $943 million
(
($280 million of which paid
off the deficit from prior year
and $190 of the $280 used for
property tax relief in subsequent
'years) .

1971 -- AB 1x ¥ $488 million (lst full year).

’ ($150 million of this was for
property tax relief}

1972 -- SB 90 $682 million
| ($650 million for property tax

relief programs). .

Note: While the tax increases were permanent, there were
two temporary income tax redu%??ﬁﬁ??"
1) 1969 - 10% with Weinberger Cap.
2) 1973 - 35% on sliding scale.

II. Total impact of changes made tax structure far_more‘Progressive
and effected a redistribution of income in California.

III. INCOME TAX CHANGES
A. Increased Rates

~ (Formerly 1% to 7%)

1967 1% to 10%
v 1971 1% to 11%

B. Reduced size of brackets

Pre-Reagan Now

Width of lst bracket’ $2,500 $2,000
width of other brackets $2,500 $1,500



Iv.

BANK AND CORPORATION TAX CHANGES

A,

Switched from exemptions to credits.

Pre-Reagan Now
(Exemption) (Credit)
Married Person $ 1,500 _ $ 25
Single Person 3,000 50
Dependents 600 ‘ 8

Exempted persons with low incomes from income taxation
under $4,000 adjusted gross income - single

under $8,000 adjusted gross income - married

Instituted withholding method of collection of
personal income tax.

Increased tax on capital gains
Ry

p 4

Length of holding period % of gain subiject to tax
Pre—-Reagan Now
0 - 6 months 100% ' 100%
6 - 12 months 50 ' 100
1 - 5 years 50 65

Over 5 years , 50 50

Reduced oil depletion-allowaﬁcé‘from 27%% to 22%.
o Plny " ]\/\inr’nn{"‘f&-f [thlf"ﬂg 1“‘-_‘_";)«,;;%%.« v‘" -

Repealed $1,000 exclusion for military income
(Subsequently reinstated for persons with $15,000
AGI or less)

Imposed a tax on "preference income"” in excess of
$30,000 at 2%%. (Note: Did not incorporate federal
deduction for taxes paid). ‘

Instituted a refundable income tax credit for renters
ranging from $25 - $45 (even if taxpayer owed no income
tax, a taxpayer is eligible to receive a state refund.)

Rate increased from\3.5% to 9.0%,>

(Note: Funds used to furd mrdursements for inventory relj

ey, e et
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B. Reduced oil depletion allowance from 27%% to 22%.
Cc. Accelerated pre-payments of Bank and Corporation Tax.

D. 1Increased minimum tax for companies with no profit from
$100 to $200.

E. Imposed a tax on "preference income" over $30,000 at 2%% rat
(Note: Did not incorporate federal deduction for other
taxes paid).(Some oil companies say they pay more § under
California preference income tax than under federal.)

V. INHERITANCE TAX CHANGES

—

A. Increased inheritance tax rates as follows:
\

Rates - Rates
Class Pre-Reagan Now
7 A (spouse, kids, parents) 2 — 3 —@
B (Brother, sister, nephew, . :
_ niece) 6 - 18 6 — 20
¢ (Aunt, uncle, cousin) 7 - 18 10 - 24
D (Stranger) 10 - 24 10 - 24

B. Accelerated collection of inheritance tax from 24 months
to 9 months

C. Eliminated 5% discount allowed if tax is paid within
6 months of the date of death. ‘

Vvi. SALES TAX CHANGES
"

-~ Increased state rate 3% t

- Imposed tax on sales of gasolxine.

-~ Made tax more progressive by expanding food exemption to
include candy and fruit juices. :

VII. OTHER TAX INCREASES

A. Increased cigarette tax from yer pack

B. Increased tax on distilled spirits 50¢ per gallon



VIII. . OTHER TAX PROPOSALS (unsuccessful)

A,

B.

1969

1.

2.

Impose 5% sales tax on sales of containers.
{(opposed by manufacturers)

Impose 5% sales tax on repair services such as
shoe shines, car washes, etc,

(opposed by repair businesses)

Impose 5% sales tax on magazine sales.

Impose statewide property tax on business
property only at $3.50 (split roll) for school
support. :

Impose additional 1% gross income tax.

1967

1.
2,

.3.

4.

Impose 5% sales tax on utility bills for other
than residential customers.

Impose 5% sales tax on repair services.

Impose tax on cigars and tobacco at 25% of
wholesale price.

Increase insurance tax from 2.35% of gross
premiums to 2.6%, '

















