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JAN 9 1975
THE WHITE HOUSE

WASHINGTON
January 9, 1975

MEETING WITH REPRESENTATIVE AL ULLMAN (D-ORE)

Friday, January 10, 1975
5:30-6:00 p.m. (30 minutes)
The Oval Office

From: Max L. Friedersdorf Aﬂ%-Zé*

To advise Representative Ullman of the Pre51dent s
decisions on the economy and energy.

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A-

Background:

l'

The President has made his decisions regarding the
economy and energy and will be presenting the State of
the Union Message to the Congress soon. '

Al Ullman, 60, starting his 10th term in the House, is
slated to take over the Chairmanship of the House Ways
and Means Committee in the 94th Congress.

Ullman advocates a three-part tax plan to boost the
economy, including a quick tax cut, longer term tax
reform, and a new revenue source, possibly a wvalue
added tax (VAT).

Ullman ranks his committee priorities this year as tax.
reform, national health insurance, renovation of the
social security system, welfare reform and overhaul of
the unemployment compensation system. Ullman will be
dealing with a committee enlarged from 25 to 37, and
packed with 16 newcomers, mostly moderate and liberal.

Participants: The President

Rep. Al Ullman
Jack Marsh (staff)
Max Friedersdorf (staff)

Press Plan: Meeting to be announced by the Press Office

as a meeting to discuss economic matters
expected to be before the 94th Congress,
Whlte House photographer only. : N



ITI. TALKING POINTS

1. Al, I have reached a number of decisions regarding
recommendations for the economy and on energy.

2. These will be submitted to the new Congress soon and
I wanted to share them with you.

3. Basically, my economic decisions involve recommendations
for a tax cut and no new spending requests.

4. In energy, we will implemént by administrative action,
a $3.00 per barrel import tariff starting February 1.

5. We will also request a number of legislative proposals
related to energy, including an excise tax, decontrols,
windfall profits tax, deregulation, coal conversion and
production from Elk Hills. (See Tab A) .

6. I would like your support and would apprec1ate your
reaction and suggestions.
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THE WHITE HOUSE

C‘)@( ¢

January 10, 1975

MEETING WITH SENATE AND HOUSE MINORITY LEADERS
Saturday, January 11, 1975
11:00-11:30 a.m. (30 minutes)

The Oval Office

From: Max L. Fr1edersdorf,¢ﬁ/£

I. PURPOSE

To advise Minority Leaders Hugh Scott and John Rhodes
of Presidential decisions regarding the economy and
energy, and to seek their reactions and recommendations.

II.. BACKGROUND, PARTICIPANTS AND PRESS PLAN

A. Background:

1. The President has made his decisions regarding the
economy and energy and will be presenting the State
of the Union Message to Congress soon.

2. Minority Leaders Scott and Rhodes have both made
recommendations and are keenly interested in the
President's decisions (See Tab A).

B. Participants: The President
Sen. Hugh Scott
Rep. John Rhodes
Jack Marsh (staff)
Max Friedersdorf (staff)

C. Press Plan: Press Office to announce meeting as discussion
by the President and Leaders about opening of
the 94th Congress. White House photographs only.

IIX. TALKING POINTS

1. I have reached a number of decisions regarding the
economy and energy.

2. These will be submitted soon to the new Congress and
I wanted to share them with you.

3. Basically, my economic decisions involve recommendations
for a tax cut and no new spending program.

v
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On energy, we will implement by administrative action,
a phased $3.00 per barrel import tariff starting on
February 1.

We will also seek a number of legislative proposals
related to energy, including an excise tax, decontrols,
windfall profits tax, deregulation, coal conversion and
production from Elk Hills. (See Tab B)

We will push for prompt consideration and enactment.
I will need your strong support, if possible.
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" OFFICE OF THE MINORITY LEADER
WASHINGTON, D.C. 20510

January 8, 1975

The President
The White House
Washington, D.C.

Dear Mr. President:'

I am pleased to respond to your call for suggestions
relating to the State of the Union message. Of course,
John Rhodes and I would be delighted to meet with you
personally to present our views, if you so desire. -

It seems to me that an immediate tax cut is one good
way to increase savings and increase productivity through
_higher demand. Accordingly, I favor increasing the personal
income tax exemption for individuals from $750 to $850. I
would also favor a 1% cut off the tax brackets or a 5% cut
across the board. : :

In regard to energy, I support the imposition of a

© $3.00-per-barrel tax on imported oil. If this does reduce
demand, we can cut imports by at least 1 billion barrels per
day, perhaps more. The oil depletion allowance is another
item to be looked at critically. Perhaps it is time to
phase it out unless more oil profits can be recycled for
investments in new research and development, and if better
incentives for greater domestic production can be devised.
Obviously, this is the area to consider in any discussion of
windfall or excess profits taxes.

Generally, the economy would benefit from an expansion
of the investment tax credit. This would provide a much
needed boost for the industrial sector. The Federal Reserve
Board should increase the flow rate of money and credit from
the present 2% to at least 4%. This would expand capital
availability considerably. More help is needed to encourage
new housing, and new housing starts ought to be doubled.

In the winter months, we all start thinking about the
availability of gasoline. I am opposed to rationing, but I




The President -2 - January 8, 1975

am also opposed to long gasoline lines. A better manage-
ment or allocation system, soreading the burden evenly
around the country, should be devised for gasoline distpribu-
tion. The Northeastern part of the country is sure to feel
the pinch to a greater degree than any other area. This
should be avoided and it can be.

One other matter, unrelated as it is, should be con-
sidered for the State of the Union Message. The Voting
Rights Act expires this year, and I will sponsor a bill ex-
tending it for another five years. Clarence Mitchell tells
me that, in a conversation with you, you indicated your
support for another extension, without extraneous amendments.
I hope very much that you can say this in your message.

Thank you for giving me this oppertunity to express my »
views prior to the State of the Union Address.

Sincerely, .

IS

Hugh Scott
Republican Leader

-
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SHORT TERM PROGRAM (now-1977)

SUMMARY OF ENERGY PROGRAM
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.. LONG TERM PROGRAM (POST 1985)
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THE WHITE HOUSE

WASHINGTON
January 13, 1975

MEETING WITH SENATOR RUSSELL LONG (D-La.)
Monday, January 13, 1975 V
2:00-2:30 P. M. (30 Minutes)

The Owval Office .

From: Max L. Friedersdorf
1. PURPOSE

1. To brief Senator Long on the President's economic and energy
decisions.

II. BACKGROUND, PARTICIPANTS AND PRESS PLAN

‘A. Background:

1. The President has made his decisions regarding the economy
and energy and will be presenting his State of the Union Message
to Congress at 1 P,M., Wednesday, Japuary 15.

2. Senator Long, Chairman of the Senate Finance Committee,
will handle much of the leglslatlve requests made by the President.

3. Bill Simon has given Senator Long some information about the
President's decisions.

B. Participants: The President
Senator Russell Long
Jack Maxrsh (Staff)
Max Friedersdorf (Staff)

C. Press Plan: Announce the meeting to press as briefing by the
President on SOTU for Senator Long.

[

III. TALKING POINTS -

1. Russell, I have reached a number of decisions regarding tﬂe‘ N
economy and energy. »

2. Basically, my economic decisions involve recommendations
for a tax cut, and no new spending requests.




3. In energy, we plan to implement by administrative action,
a $3. 00 per barrel import tariff starting February 1.

4. We will also request a number of legislative proposals in energy,
including an excise tax, decontrols, windfall profits tax,
deregulation, coal conversion and production from Elk Hills, -

(See Tab A).

5. 1Iknow you will give my proposals all possible consideration,
and I'm sure we can work together on a sound program for the
nation's economic and energy needs.
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CIA

Mr Speaker, as you know we have aoooinﬁed a commission under
the chalrmanshlp of the Vice. Pre31dent to investigate charges
of domestic spylng by the CIA.

"Meetings are already underway by £he commission, and I have

instructed the Vice President to move vigorously.

Congress is also moving rapidly with hearings scheduled next
week by two Senate Committees. The Congress has a responsibility
and I am pleased they are active in this area.

However, at least eight separate Committees of the House and
Senate are in various stages of planning hearings.

If some of these could be consolidated, perhaps joint House
and Senate hearings, it might expedlte the resolutlon of the
problem._ What do you think?



" LEVI AND LYNN NOMINATIONS

~FBI checks are complete on Ed Levi for Attorney General and

I expect to move the nomination to the Hill early next week.

I have also selected Jim Lynn to be Director of the Office
of Management and Budget, and will send his nomlnatlon up
next week.

Both of these positions are extremely 1mportant and I would
appreciate any support you might give for early hearings and -
confirmation.
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. Begin an early recovery from the recession.

. Begin bringing Federal spending and budget deficits
under control.

. Reduce sharply the growth in oil imports and our
dependence on foreign energy sources through steps
to conserve energy and to increase domestic energy
production.

. Offset the impact of higher energy costs and restore
purchasing power and growth in jobs and production.

. Achieve the capabilities for energy independence by
1985 by increasing domestic energy production,
reducing demand and preparing for any further embargo.

. Maintain energy independence beyond 1985 and make it
possible for the U.S. to export energy supply and
technology to others of the free world.

II. Major Presidential Actions and Proposals to the Congress

pem—

A. To begin an early recovery toms
President has asked the Congress to approve a one-
time tax cut of $16 billion consisting of:

1. §12 billion returned to individuals, accomplished
by a 12% rebate on 1974 taxes up to a $1,000
maximum per return. If Congress approves the plan
quickly, rebates would be computed by the IRS and
paid in two installments; the first in May or
June and second in September, 1975. (No changes
are necessary in the way individuals prepare their
1974 tax returns.)

2. $4 billion cut for corporations, accomplished by
a temporary increase in the investment tax credit
from 7% to 12% on 1975 investments. For utilities,
1975 investment tax credits would be increased from
4% to 12%. (The 12% increase would remain through

1976 and 1977 for electrical utility projects other
than those fired by oil or natural gas.)

B. To begin bringing Federal spending and budget deficits
under control, the President:

1. Announced a moratorium on new spending programs
other than for energy and said that he would not
hesitate to veto new spending programs adopted by
the Congress. :
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2. Proposed to the Congress selected budget reductions
and a 5% ceiling on Federal employee pay increases
for 1975 as well as on automatic cost of living
increases for Government and military retirement
pay and Social Security. Total savings from these
budget proposals would amount to $17 billion in

To reduce sharply the growth in U.S. vulnerability to
another foreign oil embargo and halt the growth in
outflow of U.S. dollars (and jobs), the President
established goals of reducing oil imports by 1 million
barrels per day by the end of 1975 and 2 million
barrels of o0il by 1977. He announced actions and
proposals to:

1. Encourage energy conservation, including:

a. Import Fees. By Presidential order, import
fees on crude o0il and petroleum products will
be increased over current levels by $1 per
barrel effective February 1, 1975; an additional
$1 effective March 1; and another $1 effective
April 1, for a total increase of $3 per barrel.
To ease the impact on regions heavily dependent
on imported petroleum products, such as New
England and other Northeast States, the
President's program provides for a rebate on
these products, so that the effective increase
in import fees on petroleum products will be
60¢ on March 1, 1975, and $1.20 on April 1,
with no increase scheduled for February.

b. Excise Tax and Import Fee on 0il. Congress is
asked to establish an excise tax of $2 per
barrel on domestic crude o0il and an import
fee on crude oil and petroleum products. (When
this becomes effective, it would replace the
new Presidentially established import fees.)

c. Excise Tax on Natural Gas. Congress is asked
to establish an excise tax of 37¢ per thousand
cubic feet on natural gas -- which is compar-
able to the $2 per barrel tax on petroleum.

d. Public Education. Information for the public
on energy conservation methods and benefits

will be increased.
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2. Encourage domestic energy production, including:

a. New natural gas deregulation: Congress is
asked to remove Federal price regulation from
new natural gas supplies to provide the incentive
for increased production and more efficient uses.

b. Crude oil price decontrol. Steps will be taken
to remove price controls on domestic crude oil
by April 1, 1975 (action is subject to Congres-
sional disapproval).

c. Elk Hills Naval Petroleum Reserve. Congress is
asked to authorize production of oil from the
Elk Hills Naval Petroleum Reserve (NPR #1) in
California, expected to reach 160,000 barrels per
day early in 1975, increasing to 300,000 barrels
per day by 1977.

d. Conversion to the use of domestic coal. Congress
is asked to amend the Clean Air Act to permit a
vigorous program to convert power plants and
other major users from oil to coal, reducing the
need for oil by 100,000 barrels per day in 1975
and 300,000 in 1977.

3. Recapture windfall profits. Congress is again asked
to place a windfall profits tax on o0il companies.

To offset the impact of higher energy costs, particularly
for low and middle income people, and to restore pur-
chasing power and growth in jobs and production. The
President asked the Congress to approve permanent tax
reductions beginning in 1975. New energy conservation
taxes and import fees would raise $30 billion annually

in Federal revenues:

. 0il excise taxes - $6.0 billion
. Natural gas excise tax - §8.5 billion
. Import fee increases - $3.5 billion
. Windfall profits tax - $12.0 billion

This $30 billion will be returned immediately to the
economy as follows:

1. Individual income tax cuts of $16.5 billion
beginning with 1975. Congress is asked to
approve a cut in income tax for individuals
of $16.5 billion annually, beginning with
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1975 tax rates. This is in addition to the one time
$12 billion rebate in 1974 taxes for individuals.
Reductions in taxes will occur for all
Americans but with primary emphasis on low-
and middle-income taxpayers. Changes in
withholding would go into effect on June 1,
1975, and 1975 adjustments would be made

so that a full 12 month reduction would be
accomplished in 7 months from June through
December. Tax rate reductions for 1975 and
future years would be accomplished through

an increase in the low income allowance and
reduced tax rates at all income levels.

2. Payments of $2 billion to non-taxpayers. Congress
is asked to approve a distribution of $2 billion
to non-taxpayers in the form of $80 payments each
year for each adult (over 18 years of age) starting
in the summer of 1975. Otherwise, such individuals
would not receive any compensation for higher energy
costs.

3. Tax incentive of $0.5 billion for energy conservation.
Congress is asked to approve an energy conservation
tax incentive of $0.5 billion in the form of a 15%
tax credit applied to the first $1,000 of expendi-
tures ($150 maximum over 3 years) for certain energy
conservation improvements in homes, such as storm
windows and insulation.

4. Corporate tax cut of $6 billion. Congress is asked
to approve a $6 billion tax reduction for corporatiohs
by cutting 1975 and future year tax rates from 48%
to 42%.

Payments of $2 billion to State and local govern-
ments. Congress is asked to approve a $2 billion
increase in general revenue sharing payments to
State and local governments to offset their higher
energy costs.

$3 billion Federal cost offset. §$3 billion of the
energy conservation tax revenue would offset higher
costs of energy purchased directly by the Federal
Government for its use.

E. To achieve the capability for energy independence by
1985, the President announced the following actions
and proposals to increase domestic energy productlon




SPECIFIC PROPOSALS ANNOUNCED BY THE PRESIDENT

I

A Temporary, Anti-Recession Tax Cut of $16

Billion. The President proposed a temporary, . :
tax reduction of approximately $16 billion to
- provide prompt stimulus to consumer spending

and buslness investment. The tax cut 1s

divided 75 percent to individuals and 25 percent
to corporations, which is approximately the
ratio that individual income taxes bear to .
corporate income taxes. The cuts would be:

A. A Tax Reduction for Individuals of $12 Billion.

1. Individuals will receive a cash refund
equal to 12 percent of their 1974 tax - -
liabilities, as reported on their 1974 tax.
returns now being filed, up to a limit of
$1,000. Married couples filing: separately
would receive a maximum refund of $500 each.

© 2. 'The temporary reduction will be a uniform

12 percent for all taxpayers up to about the
.$41,000 income level where the $1,000 maximum
;takes effect and will then be a progres-
‘sively smaller percentage for taxpayers above
that level. , .

’3. The refund will be paid in two equal
installments in 1975 with payments of the
“first installment beginning in May and the
second in September . ,

k. The proposal does not affect in any way
the manner in which taxpayers complete and
file their 1974 tax returns. They will file
and pay thelir tax in accordance with existing
law, without regard to the tax reduction.
Later they will recelve thelr refund checks

- from the Internal Revenue Service. Because
no changes in deductions and other such ltems
are involved, the Internal Revenue Service
will be able to determine the amount of the
refund and mail the checks without requiring
further forms and. computations. from taxpayers.

more
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5. The effect of the tax refund can be
illustrated for a family of four as follows:

Present Proposed " Percent
Tax - _Refund Saving
$ 98 $ 12 . =12.0%

4o2 .. 48 o ~-12.07%

- 867 104 -12.0%
1,261 151 ~12.0%
1,699 | 204 ~12.0%
2,660 - 319 - ~12.0%
7,958 955 ~12.0%
11,465 1,000 ~- 8.7%
15,460 1,000 - 6.5%
33,340 1,000 ~ 3.0%
85,620 1,000 - 1.2%

Although the taxpayer will not figure his own
refund, it is a simple matter for him to
antlicipate how much the Internal Revenue
Service will be sending him, by calculating
12 percent of his total tax liability for the
year (on Form 1040 for 1974, it is line 18,
bage 1, and on Form 10404, line 19).

A Temporary Increase in Investment Tax Credit
for Business and Farmers of 34 billion.

1. There will be an increase fop one year in

‘the investment tax credit to 12 percent for

all taxpayers, including utilities (which
presently have, in effect, a 4 percent credit).

. Utilities will continue to receive a 12 percent

credit for two additional years for qualified
investment in electrical power plants other
than oil-or gas-fired facilities.

2. This increasé in the credit will provide

benefits of $4 billion in 1975 to immediately
“stimulate jJob-creating investment. (In view

of the need for speedy enactment and the

"temporary nature of the increased credit,

this change does not include the basic re-
structuring of the credit as proposed on a
permanent basis in October 1974.)

more
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3. With respect to utilitiles, it includes a
temporary increase in the amount of credit
which may be used to offset income tax.

Under current law, not more than 50 percent
of the income tax liability for the year ‘may
be offset by the investment credit. Since
many utilities have credits they have been
unable to use because of this limitation,
under this proposal utilities will be permit-
ted to use the credit to offset up to 75 per-
cent of their tax liability for 1975,

70 percent for 1976, 65 percent for 1977, and
so on, until 1980, when they will in filve
annual steps have returned to the 50 percent
limitation applicable to industry generally.

more
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4: . The 12 percent credit will apply to
property placed in sexvice during 1975 and
to property ordered during 1975 if placed

in service before the end of 1976. The
credit will also be available to the extent
of construction, reconstruction or erection
of property by or for a taxpayer during
1975, without regard to the date ultimately
placed in service., Similar rules will apply
to investment in electrical power plants other
than oil-or gas-fired facilities for which
583712 percent credit will continue through

II. Energy Conservation Taxes and Fees. Energy taxes
and %

ees, in conjunction with domestic crude oil

pPrice decontrol and the proposed windfall profits
tax, would raise about $30 billion on an annual
basis,. The fees and taxes and related actions
(discussed more fully in Part Two of this Fact
Sheet) include:

A,

Administrative Actions.

1. Import Fee ~-- The President is acting
immedTately within existing authorities to
increase import fees on crude oil and
petroleum products. These new import fees
will be modified upon passage of the
President's legislative package.

(a) Import fees on crude oil and petroleum
products will be increased by $1 effective
February 1, 1975; an additional $1 effective
March 1; and another $1 effective April 1,
for a total increase of $3.00 per barrel,
Currently existing fees will also remain

in effect. Cy

more
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(b) FEA's "0ld (il Entitlements" program will
be utilized to spread price increases on crude
among all refinerg, and to lessen dispropor-

. tionate repgional effects, such as New England,
or in any specific industries or areas of
human need where oil is essential.

(c) As of February 1975, product imports

- will cease to be covered by FEA's ""0ld Cil
Entitlements'” program. In order to overcome
any severe regional impacts that could be
caused by large fees in import dependent
areas, imported products will receive a fee
rebate corresponding to the benefit which
would have been obtained under that progran.
The rebate should be approximately $1.00 in
February, $1.40 in Marcg, and %1.30 per
barrel thereafter.

(d) The import fee program will reduce
imports by an estimated 500,000 barrels
per day and generate about $400 million
per month in revenues by April.

2. Crude 0il Price Decontrol -- To stimulate
domestic production and further cut demand,
steps will be'taken to remove price controls
on domestic crude oil by April 1, 1975,
subject to congressional disapproval as
provided by 84(g) of the Emergency Petroleum
Allocation Act of 1973.

3. Control of Imports -- The energy conservation
measures to be imposed administratively out-
lined above, the energy conservation taxes
outlined below and other energy conservation
measures covered in Part Two below, will be
supplemented by the use of Presidential power
to limit oil imports as necessary to fully
achieve the President's goals of reducing
foreign o0il imports by one million barrels

a day by the end of 1975 and by two million
barrels before the end of 1977.

more
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‘Taxes Provosed to the Congress. The President
asked tne Congress to pass within 90 days a

comprehensive energy censervation tax program

~ which will raise. an estimated $30 billion in

revenues on an annual basis. ~The taxes proposed
are: - -

1. Petroleum Excise Tax and Import Fee -- An
excise tax on all domestic crude oil of 32 per
barrel and a fee on imported crude oil and

‘product irports of $2 per barrel.

2. Hatural Gas Excise Tax ~-- An excise tax

. on natural cas of 37¢ per tnousand cubic feet

(mef), the equivalent on a Bty basis to the
$2 per barrel petroleum excise tax and import
fee. : ' '

more -

-
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3. Windfall Profits Tax -- To ensure that
~the end of controls on crude oil prices
does not result in one sector of the
economy benefitting unfairly at the expense
of other sectors, a windfall profits tax
will be levied on the profits realized by
. producers of domestic oil. This tax is
intended to recapture excessive profits
which would otherwise be realized by
producers as a result of the rise in
intérnational oil prices. This tax does
not itself cause price increases, but simply
recaptures the profits from price increases
otherwise induced. It will, together with
the income tax on such profits, produce
' revenues of approximately $12 billion.
In aggregate, the windfall profits tax is
sufficient to absorb all the profits that
‘would otherwise flow from decontrolling oil
prices, plus an additional $3°billion. More
specifically the tax will operate as follows:

(a) A windfall profits tax at rates graduated
from 15 percent. to 90 percent will be imposed
on that portion of the price per barrel that
exceeds the producer's adjusted base price
and therefore, represents a windfall profit.
The initial "adjusted base price" will be

the producer's ceiling price per barrel on
December 1, 1973 plus 95 cents to adjust for
subsequent increased costs and higher price
levels generally. Each month the bases will
be adjusted upward on a specified schedule,
which will %radually raise the adjusted base
price to reflect long-run supply conditions
and provide the incentive for new investment
in petroleum exploration. Percentage deple-
tion will not be allowed on the windfall

- {
o mm o 4T g RIS, )
nrolits tax liavilicy.

(b) The windfall profits tax rates will be
applied to prices per barrel in excess of
applicable adjusted base prices as follows

more
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Portion of price per  Amount of tax
barrel in excess of '

base and subject To tax
Less than $0.20 "~ 15% of amount

" within bracket
$0.20, under $0.50 $0.03 plus 30% of
amount within bracket
$0.50, under $1.20 - $0.12 plus 60% of
' amount within bracket
$1.20, under $3.00 $0.54 plus 80% of
amount within bracket
$3.00 and over $1.98 plus 90% of

amount within bracket

(c) The windfall profits tax does not include

a "plowback’ provision, nor does it contain - |

exemptions for classes of production or
producers. It does, however, include the
“limitation that the amount subject to tax may
not exceed 75 percent of the net income from
the barrel of crude oil. The tax will be
retroactive to January 1, 1975.

(d) The windfall profits tax reduces the
}base for the depletion allowance.

more
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11. Pe ent Tax §§ductions‘andP nts to on-
N Taxpayers ﬂgﬂk ossible _ifzhergﬁ Conservation

Taxes. . .

J’)’ .

Of::heﬁ$30‘billion in revghua raised aﬂhually by

the proposed conservatios taxes outlined above, .. .
© about $5 billion is paid by govermménts through

the bi% er costs of energy in their purchases.
This $5 billion includes:

.,Zbeillion by the Fedéral government.

2 billion by state and local governments. -

The President is proposing to the Congress that
$2 billion of thd revenues be paid to State and
local governm@ngg;
formulas appligabl

, L 2 to general revenue. sharing.
The other $25 billion will be returned to the
economy moatlg in the form of tax cuts. As in
the cage of the tempoxary tax reduction, this
permgnent change wil] "he divided between indi-
viduals and gorporatigns on a 75-25 percent
hasis, about $19 billion for individuals “and-

gﬁ%gﬁggg%gkinglude:

A, Reductions for } “1a 1 75 we o
T Y IndIvid e achigved in two

Tax cuts for i luals. will be "achieved
ways: (1) through an increase in the Low Income
Allowangg and (2) a cut {n the achedule of tax

A
'§gtég, In this way, gj(,paying individuals will

to low-and middle-income families. The Low
Income "AY}owance will be increased from the
present $13300 level to $2,600 for joint returns
and $2,000 for single returna. That will bring
the lgvel at w?icg returng are nontaxable ta

i approxipate
&.‘ , 800 go: &w%n?t

gceive g reduction of approximately $16 1/2
billien, with ptoportigbggely“larger cuts going

In addition, the

| rof 4, :
tax Yakps applicabdl §9 vaxious brackets of in-
cote g 1 Y &\Sﬁ 3 S e pgpregate effects’ of .
theds, ¢! ;g %ﬁ‘ia Buipt o |
i e . (OVER)

“pursuant to the distribution

pus §6 hillion for ¢orporations. ' Specifically,

x{ the current "poverty lavel" .

-
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L "
(1975 Levels) L”);‘ Sy
(Sbilfions) R '*@; L
' 3%
Adjusted : Income Tax : “Aiount of Percenﬁage
Gross Income : Paid Under : Income Tax : Reduction+dn
Class : Present Law : Reduction :. Income Tax«fk
(+000) " | BTN ¢ ;
O - 3 3 ‘ - 025 e ot
3- 5 1.3 - 1,20 &
5 - 7 4,0 - 1.96
7 - 10 8.9 - 3.38
10 - 15 21,9 - - 4,72
15 - 29 22,8 - 2,70
20 - 50 44,4 - 2,15
50 - 100 13,5 - .11
100 and over 13,3 - .03 ,
Total - 130.9 . - =16,50% - =12.6

*Does not includelpayments to nontaxpayers’

The effect of these tax changes can be illustrated
for a family of 4, as. follows:

Adjusted Present Hew Tax Percent

Gross Income Tax I/ , Tax Saving Saving

$ 5,600 % 185 0§ 0 $185 ° 100.0%

7,000 . 402 ‘110 292 72,6

10,000 o 867 518 » 349 40,3
12,500 1,261 961 300 23,8
15,000 ‘1,699 1,478 221 13,0
20,000 2,660 . 2.450 210 7.9
30,000 44 933 - 4,337 151 h 3,0
49,000 97953 7,023 130 1.6

i/ Calculated assuming Low’ Income Allowance or
itemized deductions equal to 17 percent of
income, whichever is greater.

B. Residential Conservation Tax Credit (Discussed

in the Energy Section of this ract sheet). The
President seeks legislation to provide incentives

to homeowners for making thermal efficiency improve-
ments, such as storm windows and insulation, in
existing homes. This measure, along with a stepped-up
public information program, could save the equivalent
of over 500,000 barrels of oil per day by 1985. Under
this legislation;

nore
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1. A 15 percent tax credit retroactive
to January 1, 1975 for the cost of certain
improvements in thermal efficiency in
residences would be provided. Tax credits
would apply to the first $1,000 of
expenditures and can be claimed during
the next three years.

2. At least 18 million homes could qualify
for these ‘tax benefits, estimated to total
about $500 million annually in tax credlts.

Payments to Nontaxpayers of $2 billion.
The flnal component of the $19 billion
distribution to individuals is a distribu-
tion of nearly $2 billion to nontaxpayers
and certain low-income taxpayers. For this
low=-income group, a special distribution of
$80 per adult will be provided, as. follows:

1. Adults who would pay no tax.,even without
gge tax reductions in A above, will receilve
o ° : '

2. Adults who receive less than $80 in such
tax reductions will receive approximately the
difference.

3. Persons not otherwise filing returns but
eligible for these special distributions

will make application on simple forms provided
~ by the Internal Revenue Service on which they
would furnish their name, address, social
security number, and income.

4. For purposes of the special distribution,
"adults” are individuals who during the

year are at least 18 years old and who

are not eligible to be claimed as a
dependent under the Federal income tax laws.

5. 8ince most taxpayers will receive their
1975 -income tax reductions in 1975 through

reductlons in withholding on wages and

- -estimated tax payments, the special distribu-~
tion to non-taxpayers and low-income

more
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taxpayers will also begin in 1975.

It is anticipated that disbursement, -
based on 1974 income can be made in

the summer of 1975.

D.. Tax Reductions for Corporations. The
+ ..corporate rate will be reduced by b6
percentage points, effectively lowering
the corporate rate from 48 percent to
- 42 percent for, 1975. The resulting
benefit in 1975 is estimated at about
$6 billion.

-.~Moratohiqm on New Federal Spending Programs.

... The President announced that he would propose

no new Federal spending programs except for
. energy. He also indicated that he would not
- hesitate to veto any new spending programs
passed by the Congress. The need for the
moratorium is demonstrated by preliminary

. FY 1976 Budget estimates:. ..

Fiscal Years Percent Change

_ 1974 1975 1976 75/7H 76/75
Revenues  264.9 - 280 303 5.7% 8.2%
Outlays -~ 268. 'u"I 314 3H 17 % 11.1%
.:Deficit . S35 3230 1;’":%" - -

NOTE: Estimates for 1975 and 1976 are subject to
--a 'variation of -$2 billion in- the final budget.

. ‘-Budget Reductions

The budget figures shown above assume that

significant budget reductions proposed by

the President are effected. Including re-

.-ductions proposed in a series of special

- messages sent to the last session of Congress,
these budget reductions total more than $17
billion. - Of this total, over $6 billion will
result from the proposed. 5% celling on Federal
pay increases and on those Federal benefit
programs that rise automatically with the
Consumer Price Index.

more
















































































































































































