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The Act will affect all taxpayers. 
There will be a need for more records, 
especially by farmers and ranchers on 
the cash basis. Knowledge of the Act 
is important if we are to do tax man
agement. Here are some basic changes 
that are important to management de
cisions in 1970. 

I. The Surtax Has Been Reduced. 

The. .t>uJLta.x .-L6 6J.-ve. pe!tc.e.nt u~ 
Jui.y 1, 1970. 

Whe.n .the. .t>uJLta.x goe..t> o66 at .that 
time., U will aveJtage. 2~ pe!tc.e.nt 60fl. 
1970 and witt be. zeJto ~n 1971. 

_II. Personal Exemptions and Standard 
Deductions Will Be Worth More Under the 
New Act. Also there is Low Income Allow
ance. 

Personal exemptions increase in 
four stages: 

1. For 1970 it is $625. 
2. For 1971 it becomes $650. 
3. For 1972 it becomes $700. 
4. For 1973 it becomes $750. 

A low income allowance: 

1. For 1970 it is $1100. 
2. For 1971 it becomes $1050. 
3. For 1972 it becomes $1000. 

Federal income taxes are eliminated in 
1970 until adjusted gross taxable income 
reaches the following levels: 
Exemptions 

1 
2 
3 
4 

Non Taxable Amount 
$1725 

2350 
2975 
3600 
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Exemptions 
5 
6 
7 
8 

Non Taxable Amount 
$4225 

4850 
5475 
6100 

As income rises above these amounts, the 
new low income allowance for 1970, but not 
the personal exemptions, are reduced by $1.00 
for each $2.00 of excess income. 

The..t>e. e.xemption.t> and a.Uowanc.e.-6 o66eJt an 
oppon.tunUy 6o~ a bU.6~ne..6.6 p~on .to pay ~e.a
.6 o nable. wag e..6 .to h.-L6 c.hil..clJte.n 6 OJt wo~k. ac...tu.
a.Uy done. by .them. The!te. ne.e.d-6 .to be. a aue. 
employeJt-employe.e. ~elillon.t>hZp. A:Mlgn de.
filnl:te. job.t> o~ ~e..t>pon.t>lbllLty, ag~e.e. on wage..t> 
and pay .them ~e.gulM.ty M you woui.d any o.theJt 
employee.. Wag e..6 pMd by pMe.n.t-6 Me. no.t .t>ub
j e.c..t .to .6 0 ua.t .6 e.c.~y :tax u~ .the. c.hild 
~e.ac.he..t> age. 21. THE PAYING OF SOCIAL SECURITY 
TAXES HAVE NOT BEEN CHANGEV. 

Standard maximum deduction, percentages 
of adjusted gross income or dollar ceiling 
for deductions when you do not itemize de
ductions. 

Year 

1971 
1972 
1973 

Percentages -- or -- Ceiling 
(whichever is the smaller amt.) 

13% 
14% 
15% 

$1500 
2000 
2000 

Pe.ople. who will be.c.ome. 65 ~n 1971, 1972 
and 1973 may want .to po.t>.tpone. ~nc.ome. u~ 
.the.n, .t>o .that .the.y c.an .tak.e. advantage. o6 
g~e.a.teJt p~on~ e.xemption.6 and .the. ne.w max
~um de.duc.tion.t>. The. o.the!t manag eme.n.t a.t
.teJtnativu o6 ob.tMMng max~um .t>oUal .6e.c.~y 
may c.aU.6 e. you .to pay .60 ua.t .6 e.c.~y 0 n $7 8 0 0 
~n 1970. (I.t may be. e.ve.n above. .th.-L6 ~n '71, 
'72 and '73). RemembeJt .60Ual .t>e.c.~y be.ne.-
6m Me. no.t .6 ub j e.c..t .to .{.nc.ome. .taxe..t> • --
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III. Recapture of Depreciation on Live
stock. 

Livestock are no longer exempt from the 
recapture rules that apply to ·sale of person
al property. As a result, the gain on live
stock sold in 1970, and later, that is attri
butable to depreciation taken after 1969 is 
treated as ordinary income. Over deprecia
tion is recaptured as ordinary income. Here 
is an example: 

A da.AAyman pU!tc.ha6 e.d a c. ow J anuMy 1 , 
1970 6oJt $400. He. J.JW he.Jt up on a de.pJte.cJ..a
tion J.Jc.he.du.te. wah a u6e. o6 Mve. ye.MJ.J and a 
M.tvag e. o6 $150. On JanuMy 2, 197 3, he. J.J e.U-6 
th.<A c.ow 60Jt $500. H~ taxu Me. muc.h d_{_66e.Jt
e.nt now than the.y We.Jte. 6oJt 7969. TIUA J.Jate. 
quali6_{_e.d 6oJt a c.~p~at g~n {Sate. $500 m_{_nUJ.J 
c.oJ.Jt $400) o6 $100. It ha6 $150 o6 oJt~nMy 
_{_nc.ome.. {The. de.pJte.~ation ~d not oc.c.UJt.) 
The. ove.Jt de.pJte.~ation 6Jtom 1231 pJtope.Jtty ~ 
Jte.c.aptU!te.d. THE ACT ALSO SPELLS OUT THAT 
EXCHANGE OF LIVESTOCK OF DIFFERENT SEXES IS 
NOT EXCHANGE OF PROPERTY OF LIKE KINV, ANV 
THEREFORE, NOT A TAX FREE EXCHANGE. THIS IS 
EFFECTIVE FOR ALL OF THE 1954 COVE YEARS. 

IV. Recapture of Capital Gains on Farm 
Land Sales. 

THIS IS A MILD RECAPTURE. 

Soil and Wate.Jt C.OVl-6 e.Jtvation WOJtQ may be. 
de.duc.te.d c.UMe.ntty _{_6 the. 6Mme.Jt e.te.w up to 
2 5 pe.Jtc.e.nt o 6 the. gJtoM _{_nc.ome. 6Jtom aU 6MmJ.J 
_{_n any one. ye.M. Expe.vt.6e.J.J 6oJt c.te.~ng tand 
may· aao be. a de.duc.tabte. e.xpe.vt.6e. Jtathe.Jt than 
a c.ap~ c.hMg e.. Suc.h e.xp e.Vl-6 e.-6 mUJ.J t be. 6 OJt 
the. pU!tpoJ.Je. o6 ma~ng tand J.J~bte. 6oJt 6Mm
_{_ng and Me. lim~e.d to $5,000 OJt 25 pe.Jtc.e.nt 
o6 taxabte. _{_nc.ome. (net 6Mm pJto6~) w~c.he.ve.Jt 
~ the. te.J.JJ.Je.Jt. 

The. new Ac.t put-6 Jte.J.J~c.tioVl-6 on pJto6~ 
made. whe.n you J.J ill th.<A fund. Be.g_{_nMng _{_n 
1970, outfuy 6oJt c.ovt.6e.Jtvation and fund c.te.M
_{_ng e.xpe.nde.d w~h_{_n 6_{_ve ye.aJLJ.J p~oJt to the. 
J.Jate. o6 the. 6Mm {that Jte.J.JuUe.d _{_n a c.ap~at 
g~n) c.aUJ.Je.-6 that po~on o6 de.duc.tioVl-6 on 
c.ovt.6e.Jtvation and fund c.te.~ng to be. t.Jte.ate.d 
a6 OJt~nMy _{_nc.ome.. I 6 the. tand ~ Mid w~h
_{_n ·Mv e. ye.aJLJ.J, 1 0 0 pe.Jtc.e.nt o 6 thu e. de.duc.tio Vl-6 
{a6te.Jt 7969) Me. Jte.c.aptUJte.d. FoJt J.Jatu afi,te.Jt 
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the. J.J_{_'Xth ye.M ~ 'J.J 8 0 pe.Jtc.e.nt; J.J e.ve.nth 
ye.M 60 pe.Jtc.ent; ughth ye.M 40 pe.Jtc.e.nt; 
Mnth ye.M 20 pe.Jtc.e.nt. The.Jte. ~ not any 
Jte.c.aptU!te. afi,t_e.Jt 1 0 ye.aJLJ.J. MOJte. Jte.c.OJtd-6 
w~ be. Jte.q~e.d 6oJt th.<A woJtR. done. _{_n 
1 9 7 0 and tate.Jt. 

V. Farm Losses. 

Farm loss deduction faces new limits. 
An individual is affected only if in any 
year his non-farm adjusted gross income 
exceeds $50,000 and then only to the ex
tent that his farm loss exceeds $25,000 
annually. 

The. toJ.JJ.Je.-6 _{_n e.xc.e.J.J-6 o6 $25,000 Me 
c.umu.iate.d and c.~e.d 6 oJtWMd, _{_6 and whe.n 
the. 6Mm ~ Mtd and a c.ap~at g~n JtuuW 
the. po~on o6 g~n up to the. e.xte.nt o6 
the. cumutate.d toMu w~ be. taxe.d a6 OJt
~nMy _{_nc.ome.. Thue. limill w~ not a6-
6 e.c.t many ac.tuat 6Mme.JtJ.J and Jtanc.he..Jt-6. 
TIUA J.Je.c.tion o6 the. Ac.t w~ J.Jtow down the. 
pU!tc.ha6e. o6 tand t)oJt Mme. _{_nvutoM. 

VI. Hobby Losses. 

The Act limits the deductions by an 
individual of losses in any activity not 
carried on for profit to the income from 
the activity, but not less than the amount 
which would be deductible (such as interest 
and taxes), even if the activity were not 
for profit. 

The taxpayer will be presumed to en
gaged in profit activity if any two out 
of five consecutive years beginning with 
the current year, the activity produces a 
profit. The rules will apply to all "bus
iness" activities. 

TIUA pMt o6 the. Ac.t w~ have. at)6e.c.t 
on many pe.opte. who own JtUJtat pJtope.Jtty. 

VII. Crop, Insurance Proceeds. 

Income from crop insurance does not 
always have to be reported the year received. 
If the taxpayer can establish this income 
would have been reported in the following 
tax year. 

Many whe.at 6Mme.JtJ.J have. 6ottowe.d the. 
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p!tac:Uc.e o6 .tafUng a govellmei'Lt loan. .the 
yeaJt .the c.Jtop -L6 gJtown. and .6 e.t.Un.g .the 
c.Jtop .the &allowing yeaJt. I 6 .th-<A 6MmeJt 
.6eil.6 h-L6 7969 whea.t c.Jtop in. 1970 and 
c.ollec.:t6 in..6Wtan.c.e on. hail damage o6 h-L6 
1970 c.Jtop, he c.an. Jtepo!t.t .the in..6Wtan.c.e 
p!toc.eed.6 bt 7977. 

VIII. Changes in Commodity Contribu
tions. 

The deductions for a gift of an appre
ciated inventory property will be limited 
to basis. Since the basis (cost) of grains 
and livestock produced on the farm is de
ducted as ordinary operating expenses, there 
is no basis in this property. With this 
change in the law, there is no advantage in 
making gifts of grain and/or other farm pro
duce commodities,. so far as an income tax 
deduction is concerned. 

In. pa.6.t yeaM, c.hWtc.he-6, c.olleg e.6 and 
o.theJt oJtganA._za.t<_on..6 have Jtec.uved .6o many 
bw.,hw o6 gJtain., bate.6 o6 c.o.t.ton. oft head.6 
o6 an.imat-6. The oJr..ganA._za.t<_on. Jtec.uvin.g 
.the c.ommodi.t/j Mid .the i-tem and .the fiMme!t 
Jtec.uved c.Jtecld fioJt a c.oi'Lt!tibu.tion. o6 .thi-6 
amoui'Lt, .fe-6.6 .the c.o.6.t on p!todue.tion. fio!t 
.tha.t yeaJt. The gifi.t did n.o.t .6how up a.6 in.
c.ome on. .the nMmeJt, .6 .tax Jte.tWtn.. 

The Ac..t ha.6 elimin.a.ted .thi-6 advan..tag e 
.the p!toduc.e!t ha.6 n.o .tax advai'Ltag e in. 
giving c.ommoditie-6 oveJt giving c.a.6h. 

The .6elling o6 Jteat e.6.ta.te a.t .the 
ba.6-L6 (c.o.6.t) you have in. a. Then. c.taim

ing .the d-<-6 6 eJten.c.e be.tween. wha.t a would 
have .60fd fio!t fe-6.6 Wha.t a C.0.6.t you ha.6 
been. c.uJt.tailed. 

IX. Income Averaging. 

Income averaging gives bigger benefits. 
The Act makes the rules both more simple and 
more liberal. The new rules are applicable 
to averaging for taxable years beginning in 
1970 and later. 

The in.c.ome fiJtom .thi-6 ( 1) Lon.g-.tellm 
c.api.tal gain. Jteduc.ed by n.e.t .6ho!t.t .tellm toM. 
(2) In.c.ome Jtealized on. p!topeJt.ty Jtec.uved by 

gi6.t oft in.hehi.tan.c.e p!tovided .tha.t .6uc.h in.
c.ome exc.eed-6 $3,000. (3) Wage!tin.g gain..6, 
Me .6ubjec..t .to aveJr..aging. In. p!tioJt yeaM 
aveJtaging Wa.6 avaitabte on.ty i6 .the c.ompu
.ta.t<_on. yeaJt exc.eeded 133 1/3 pe!tc.ei'Lt o6 
.the fioWt p!tec.eding yea!t.6, .thi-6 ha.6 been. Jte
duc.ed .to 12 0 pe!tc.ei'Lt. The exc.e-6.6 mw.,.t .6-till 
exc.eed $3,000. 

X. Moving Expenses are More Generous. 

Moving expenses applies to both employ
ees and self employed people. 

The Ac..t appue.6 .to 1970 and ta.teJt yea!t.6. 
He!te Me .the expen..6 e.6 allowed: 

( 1) The c.0.6.t on moving how.,ehold good.6 
and pe!t.6on.at efifiec.:t6. 

(2) The expen..6e ofi .the employee and hi-6 
how.,ehotd membe!l..6 on .tJtaviling (in.c.ludin.g 
meat-6 and lodging) fi!tom .the old .to .the new 
home. 

( 3) The c.0.6.t o 6 how., e hun.tin.a J-Jtip.6 
in.c.WtJted afi.te!t ob.tainA._ng employmei'Lt a.t .the 
n. ew lo c.a.t<_o n.. 

(4) The c.o.6.t o6 meal-6 and lodging in. 
.tempoJtMy quM.te!l..6 a.t .the new loc.a.t<_o n. 6 OJt 

a pe!tiod up .to 30 day.6. 

( 5 J The c.o.6:t6 o 6 .6 ellin.g .the.. old Jte.6i
den.c.e and o6 pWtc.ha.6in.g .the new; al.6o expen.
.6 e.6 o 6 .6 e.t.tUn.g an. old lea.6 e oft .the ac.qui.6i
tion. o6 a new lea.6e. The.6e in.c.lude .6uc.h 
dem.6 a.6 bJtoke!l..6' c.omm-L6.6ion..6, c.l0.6in.g c.o.6:t6, 
a.t.toJtn.ey.6' 6ee.6, and poin..t-6 (.to .the ex.telrt 
n.o.t dedue.tible a.6 ilrteJte.6.t) . The dedue.tion. 
doe.6 n.o.t Jteduc.e .6ellin.g p!tic.e o6 .the old Jte
.6iden.c.e oft in.c.Jtea.6 e ba.6-L6 o 6 .the new. No 
deduc.tion. -L6 given. fioJt lo.6.6 on. .6Me on .the 
old Jte.6iden.c.e. 

Two conditions that are different under 
the new Act: 

(1) The change in job location requires 
at least 50 miles additional commuting, if 
taxpayer had not changed his residence. 

(2) The taxpayer must be employed full 
time in the general vicinity of the new job 
location for 39 weeks during the 12 months 
following the move. 
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XI. New Rules for Installment Sales. 

The installment method may be used only 
for reporting profits on certain sales of 
real property or casual sales of personal 
property where the sales price is in excess 
of $1,000 and the buyer agrees to pay the 
seller the sales price in two or more in
stallments in two or more years. This 
method is available only if the payments 
received by the seller in the year of sale 
(not counting debt obligations of the pur
chaser) does not exceed 30 percent of the 
selling price. 

Readily marketable securities. 

Registered coupons, readily marketable 
or other evidence of indebtedness that are 
payable on demand are considered as payments 
received in year of sale. These payments 
must be taken into account by a seller when 
determining whether the payments received in 
the year of sale exceed 30 percent of the 
selling price. 

This provision is effective with respect 
to sales and other dispositions occurring 
after May 27, 1969, except when the sale or 
other disposition is made under a binding 
contract entered into on or before that date. 

ConcLLt,i_ono .to be. met -tn -tno.ta11me.n.t 
.6ale6. 

( 1) In .the. ye.M ofi .6ale., down payment, 
.6ub.6e.que.n.t pa.yme.nt-6 and ~e.adily m~Re..ta.ble. 
ev-tdence ofi debt mU.6.t not exceed 30 p~ce.n.t 
ofi .the. .6e1ling p~ce. 

(2) Any .6ale. ofi ~e.a..t p~ope.Uy, ~e.g~d
lU-6 ofi .6e1ling ~ce, can qua.lifiy. Th-t-6 
-tncludu land, bu,LU,tng-6, and land ,[m~ove.
me.nt-6. 

( 3) Sale ofi pe.Mona.i p~ope.Uy tJ.Jil_£_ 
qua.lifiy -t6 .the. .6e1ling ~ce -t.6 mo~e. .than 
$1,000. Th-t-6 -tncfudu fiMm ma.ch-tn~y, Uve
.6.tocR held fio~ d~y o~ b~e.e.ding p~po.6U, 
pe.Monal a.u.to and 6~~e.. 

( 4 l Salu ofi p~ope.My held fiM .6ale. o~ 
which ~e. p~ ofi -tnve.n.to~y do not qua.lifiy. 
Th-t-6 would -tnclude. fiee.d~ ca..ttie, hay, g~a.,tn, 
and o.th~ -tnve.n.tMy ile.m-6. 

(5) A lo-6.6 on p~ope.My .6old on .the. -tn
.6.ta..time.n.t .6a.le. -t.6 not deductible. -tn -tno.ta..ti
me.nt-6. 

XII. Investment Credit. 

The investment tax credit which provided 
substantial savings in previous years, has 
been repealed. 

Carryover of unused credits. 

Credit in any year is limited to $25,000 
plus ~ of tax liability above $25,000. Credit 
denied under the limitation is a carryback for 
three years and a carryover for seven years. 
Despite repeal, the carryovers and carrybacks 
continue, subject to limitations. For any 
years ending after April 18, 1969, only 20% 
of the carryovers to that year may be taken in
to account. Unused credits that can't be used 
as a carryover because of the 20% limit may be 
carried over for an additional three years. 

Recapture of credit--replacement property 
and casualties. Despite the repeal, the recap
ture rules generally continue. In other words, 
if property for which the credit was allowed 
is disposed of before the end of its estimated 
useful life, all (or part) of the credit must 
be paid back. The Act however, provides relief 
where property on which a credit has been taken 
is replaced by property that would have been 
eligible for the credit if there had been no 
repeal. The general effect is to preserve the 
credit previously allowed for property that is 
(a) traded in or (b) destroyed by fire or other 
casualty. 

(a) In the trade-in situation, the amount 
of recapture is reduced by the credit (but not 
below zero) that would have been allowed (but 
for the repeal) as to the replacement property. 
For this relief, the replacement property must 
be placed in service six months after the old 
property is disposed of. 

XIII. Living Expenses Paid by Insurance 
Is More Generous. 

16 yo~ p~Yl;cA.pal ~u,tde.nce. -t.6 a. eMu
a.l.ty, you may exclude. fi~om g~o-6.6 -tncome. -tn
.6~a.nce. pa.yme.nt-6 ~ece,[ved -tn 1970. The. 
actual Uv-tng e.xpe.nou -tnc~e.d fio~ yo~-
.6 elfi and me.mbe.M ofi yo~ hoU-6 e.hold ov~ .the. 
no~al Uv-tng e.xpe.no u .that you would have. 
-tnc~e.d ~e. a.Uowe.d fiM i}oM.6elfi d~ng 
.th-t-6 p~od. 

Issued in furtherance of Cooperative Extension work, acts of May 8 and june 30, 1914, in cooperation with the U.S. Department of Agri
culture, j. C. Evans, Vice President for Extension, Cooperative Extension Service, Oklahoma State University, Stillwater, Oklahoma. 
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