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The President’s Advisory Panel on Federal Tax Reform, 2005:

Business side

Simplified Income Tax
Plan

Growth and Investment
Plan

Small Business

Taxed at individual rates
(top rate has been lowered to
33%)

Bookkeeping: Simplified
cash-based accounting

Investment: expensing
except for land and buildings

Sole proprietorships taxed
at individual rates (top rate
has been lowered to 33%);
Other small businesses at
30%

Bookkeeping: Business
Cash-flow tax

Investment: expensing
except for land and buildings

Large Business

31.5%

Investment: simplified
accelerated depreciation

Interest paid: deductible
Interest received: taxable

International Tax System:
Territorial tax system

30%

Investment: Expensing for all
new investment

Interest paid: not deductible
Interest received: not taxable

(except for financial
institutions)

International Tax System:

Destination-bases (border tax
adjustments) 33




Individual Side

Simplified Income Tax
Plan

Growth and Investment
Plan

Dividends received

Exclude 100% of
dividends of U. S.
companies paid out of
domestic earnings

Taxed at 15%

Capital gains

Exclude 75% of
corporate capital gains
from U.S. companies (tax
rates vary from 3.75% to
8.25%)

Taxed at 15%

Interest received (other than
tax exempt municipal bonds)

Taxed at regular income
tax rates

Taxed at 15%

Tax rates

15,25,30,33%

15,25,30%

Home mortgage interest: Home Credit to 15% of mortgage interest paid;
State and local taxes; not deductible
Replacing personal and standard deductions, and child credits with Family Credit
Simplified saving accounts; Save at Work, Save for Retirement, Save for Family

Accounts

34
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