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L{‘ Good Evening:

|

I have asked fof this opportunity to talk with you

tonight because it is important that all of us begin facing

”

up to a fundamental decision about our future. (=

_Each of you can speak from expgrience about the economic
struggles of recent months. You kngw what it_means to pay
more and more of-YOur income just to feed and clothe your
family,.to get to work, and to maintain a decent home. You

_know the fear that strikes the human heart when a friend or
member of your family is laid off work. And you know the
anxiety that comes when these forces seem beyond your own

-

control.,

None of us wants to repeat the experiences of the past
year. We want steady prices. We want steady jobs. And
above all, we want to have a chance to get ahead again, to

know that our destiny lies in our own hands and not in

Digitized from Box 34 of the James M. Cannon Files at the Gerald R. Ford Presidential Library



wéshington or some other far away place. i

Fortunately, there are encouraging signs that we have
weathered the worst of this storm. The recovery that began
this spring is now gathefing momentum. If we act wisely, it

“will continue on an upward path.

Yet we should not be deceived. - All of us must recognize
that just beneath the surface there are still deep-seated
problems‘in our economy -- problems that have been building

~up over the years and¢wi11 not quickly disappear.

If you had a car that needed major repairs and you
asked the local garage to make only miQPr adjustments, the
car might run better for a while but eventually it could
give you serious trouble. The same thing is true of our
economy. If we make only minor repairs now but fail to
attack the underlying causes of our economic problems, we

may seem better off for a while, but we will be risking far
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mbré trouble down the road.

(P We must find answers that serve us not only this yeax

but in the years to come.

Here in WashingtOn, we have the power to help. I know
that bécause it is here in Washington that much of America's
yi#ality and prosperity have been drained away. It is here
that one big spending program after another has been piled
on the Féderal pYramid, taking a larger share of your personal
~income and creating recdrd budget deficits. Here the printing

. 77yﬁbv5i>
presses have ehmsmed out more and more money that is worth
less and }ess. Here a @assive, ove;zeq;ous bureaucracy has

been erected that has become too involved in trying to run

too much of our daily life.

Over the years, these excesses have played a major role
in driving up prices, driving up interest rates, and holding

down jobs. We do not have to look far for our underlying
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problems. It can fairly be said that much of our inflation

AWD Mo T
"‘*E=E§=&$=§;—;:; unemployment should bear a label: "Made in

- Washington, D.C."™

As we emerge from th§s recession, our nation faces a
‘basic choice. We can continue in the direction of recent
yeérs - a path that is certain to lead to more inflation,
to more unemployment, and to more governmental domination
over our_persona;'lives. Or we can také a new direction --

| EscrvE : P
bringing a halt to the 4 growth of government, allowing :

each of you a greater voice in determining your own future,

GAPRTER  JERson AT
and returning the nation to the high road of,freedom and

economic growth. We cannot do bot@*—w@?ﬂﬁﬁﬁﬁf go down both
~unukﬁiﬂsddua_sama-ﬁime» Té put it simply, we must decide now

whether we shall surrender more and more of our freedom and

our earnings to the government, or whether we shall keep

more of our freedom and our earnings in our gwn hands. That

is the choice. ] il o F_ ! ‘
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Tonight I waht to set forth two major proposals that
: Mover

represent thej%qsyerff’g;;;eve we must make. Taken together,
tﬁese proposals represent onglcentral idea: that America
belongs to you, the people, nad not to your government.
And let me be clear from the outset: as your President,
I Wani these proposals acted upon together in the Congress.
It would be dangerous and irresponsible to adopt one without

the other, and I will not accept ret—ai—an-ansuwe r —£oN-—aur—

First, I proposé that we enaét into permanent law tax
reductions totaling $§ billion -- the biggest single tax
cut in our history. Eaflier this yéar ihe Congress passed
and I'signed a temporary tax cut.covering calendar year 1975.
That temporary law will expire at the end of this year and
unless we act now, your taxes will go up again in January.

I am proposing that we sweep away that temporary law and

replace it, effective January 1, with a permanent Federal
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income tax cut that will be both larger and more equitable.

" Three quarters éf this permanent reduction will be for
individual taxpayers. And the chief benefits will be concentrated
where they belong: amoﬁg middle and lower income Americans.

The averége families in this country are hard-working and
industrious -- the backbone of the‘nation -- but we cannot
cdhﬁinue asking them to bear too much of the tax burden.

Under my proposal, a family of four earning a total of

$ o o é year -- now ?he average income in the United States --
would be entitled to a permanent tax reduction of $__  a

year below the rate otherwise scheduled to take effect this

January.

The other quarter of the reduction will be directed at
business in a way that creates more jobs. If companies and
plants are to regain their footing and to hire more employees

in the future, they must have greater incentives for investment



and - they must be allowed to retain more of thir earnings.
The tax cuts that I am proposing -- including a permanent
increase in the investment tag credit and a two percent
reduction in the corporé;e tax rate -- are specifically

designed for that purpose.

But let us recognize that cutting taxes can be only
héif the answer. ‘If we cut only taxes but do.not restrain
the growth of government spending, our budget deficits will
continue to mushroom, we‘will have more inflation, and
’ultimately we will have more unemployment. Substantial cuts

in our taxes must be tied to substantial cuts in the growth

A

of government spending.

Anyone who has followed thé~upward leap in Federal
spending can only shake his head in astonishment. Back in
1962, the Federal budget for the first time in our history
ran over $100 billion. In only eight years, however, the

budget doubled in size. And now in the coming fiscal year,
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unless we act, it will double again. i

§1 One of the reaséhs for this horrendous growth is that
much of the increase in each'year's budgét is required by
PLoCeAms |
%aws already on the books. Many of these programs were
first_enacted years ago, and while they might have been
manageable then, they are almost ouF of control now. They
aréhlike a freight train whose lights were first seen far
off in the night. That train has been coming closer and
closer, and now it is roaring down upon us. If we don't
slow it down, Federai spending next year could easily jump to

$ billion -- and that is without a single new Federal

program.

Therefore, I propose tonight that we halt this alarming
growth by holding spending in the coming year to $
billion. That means a cut of § billion below what we

will spend if we just stand still and let the train run over



7
4

us. Mo;e importantly, it means a dollar-for-dollar cut in
. taxes and spending: for every dollar that we return to the
American taxpayer; we must also cut our projected spending
by the same amount. By -taking this step now, we can bring

the overall Federal budget into balance within three years.

o A plid . $> Go
Fuak 001 echic. ¢ ?Cwan.imw% he bebrny

‘ *Vthblf we aliow "politics as usual" to prevail in Washington,
thére will be a temptation to take the easy way out, approving
the tax cuts and taking no aciion on'thg spending cuts.

That muét not happen,‘and I intend to stop it. I want to make
it clear that I willAgo forward with the tax cuts that I am
proposing only if there is a clear, affirmative signal from
your representatives in the House and t;e Senate that they
will also hold spending next yegr to $__ billion. I will

not hesitate to veto any measure passed by the Congress which

violates the spirit of that understanding.

In January, I will present tc the Congress a request
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thai noﬁew spending programs be enacted and that many of
our‘curfent programs be held below their projected levels.
when I do, you will hear immediate protests from one group
or another contending thét Washington should keep up an
endless flow of benefits and subsidies. But we have to face
hard-fealities: our resources are limited. We must learn

to live within our means.

Spending discipline by the Federal Government must be
applied across the bogrd. It cannot‘be isolated to one area
such as social programs nor can we completely insulate any
area such as defense. All must be restrained. I believe
that your Congressmen shou;d stop tryiﬁ% so hard to find
pew ways of spending your money}_and get to work figuring
out how to make the old ways work better. And in the process,
we can begin cutting back the Federal bureaucracy; I firmly
believe that we do not need almost 3 million people on the

Federal payroll to deliver better services to you, the
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\x Let me emphasizé that my budget requests will not lead
to widespread éutbacks in soCial security, welfare or
veterans benefits. We do not intend to cure the ills of
this gconomy at the expense of the elderly, the poor, or the
men and women who have borne our n;tion's arms. Similarly,
I'ﬁill not permi; reductions in any part of our defense
budget that would jeopardize our national security.  We

must maintain a strong national defense and a strong economy.

Sometimes when fancy new spending programs reach my

desk, promising something for almost nothing and carrying

~
LY

appealing and often deceptive labels, I wonder who the
supporters think they're kidding. From my visits with the
American people, I find most of them believe that what the

government puts in your front pocket, it slips out of your

back pocket through taxes and inflation. They are figuring
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out thaﬁ they are not getting their money's worth from their
taxgs. 'They believe that the politics of Federal spending
has become tob much of a shell game. And to be honest, I

agree with them.

'Yqj amefica's greaﬁness was not built by taxing people to
their limits but by letting them egercise their freedom and
their ingenuity go their limits. Freedém and prosperity go
hénd in hand. The proof is there to see across the globe.
Only by'releasing the full energies of our people -- only by
getting the governmeﬁt off your back and out of your pocket --

will we achieve our goals of stable prices and more jobs.

-

\LtIt has been apparent for years that America was nearing

a crossroads. Today we are there.

Down one fork lies the wreckage of many great nations
of the past. 1Indeed, the biggest city in our own country is

dangerously close to a financial precipice. None of us
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Qéﬁts to‘see it go over the edge; all of us ¢are deeply
about-tﬁe people of that city. But as they work to get back
on the right éath} let us never fprget what led them to the

brink; and let us vow that these United States will never

. reach the same predicament.

\é;’ Let us choose instead the other fork -- the road that

we know to be tested, the road that will work.

As YOur President, I cannot take this journey alone.
.I_need the help of you,-the Amegican people, to persuade
your Congressmen and your Senators that you want your taxes
cut and the growth in spending cut. I need the help of the
farmer in Iowa, the housewife in Calif;;nia, the retired
couple in Florida, the small businessman in New Jersey, the
student in Texas -- all of you. This must be a national
effort. I deeply believe that America should not belong to

the politicians but to the people; and now you must help

in deciding upon your future.

Thank you and good evening.

F il
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QUESTIONS & ANSWERS




WHEN

Your speech doesn't indicate when Congress is expected
to put into effect the full tax cut or when or how
Congress 1is to signal its agreement with the expenditure
limit. What do you expect? '

I expect Congress to enact my tax proposal and adopt the
limit now, before they recess again, so that the American
people can have the benefit of the tax reductions effective
January 1.




TOO SHORT NOTICE?

Isn't it totally unrealistic to expect Congress to agree
to an expenditure ceiling on such shcrt notice?

Not at all. The Congressional Budget Office and the two
Budget Committees have been at work for months on the
second concurrent budget resolution covering FY 1976

and I'm sure they also have data on FY 1977.




SHORT NOTICE?

They may have some FY 1977 data but surely they can't be
expected to put together an FY 1977 budget on such short
notice. After all, under their new statutory budget
procedures, they aren't expected to have even a first
resolution on FY 1977 until May of next year -- after
you have come up with a 1977 Current Services budget

in November and a 1977 Presidential budget in January.

I recognigze that it would speed up their timetable, but

.bear in mind we are not asking Congress to make decisions

.,;‘; :

now on what the FY 1977 budget should look like. All
Congress has to do is come up with an expenditure ceiling --
the $395 billion. Congress can do it, and they should do

it to give the American people the tax cut January 1 that
such a pledge now to moderate federal spending growth would
permit.
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DO YOU KNOW WHERE TO CUT?

But do you in the Executive Branch even know what would
have to be cut to hold to the $395 billion?

We have identified ways of doing it. Of course, the
exact package will be presented only after extensive

work by the Departments and Agencies and the President
has finalized his budget. But we know it can be done and
in our view it must be done. It's time that we slow down
the growth of government and give our people the tax cut
this would permit.

.....




WHICH PROGRAMS CUT?

What programs will be cut?

The programs to be cut and the specific amounts will be
worked out in the budget process that is just getting
underway. At the outset, one point should be clear:

we are talking about sloWing down the rate of spending.
OQur proposal, while stringent, would still provide for

$25 billion more spending in FY 77 than our current
estimates for Fy 76. The first step in achieving our

goal is for the Congress to resist adding any more to this
year's budget.

Without any restraint, the big increases would occur in Fede:r _

pay and retirement benefits; Social Security, medicare,
medicaid, food stamps and the other big income assistance
programs. Clearly, these areas will have to be restrained
from the levels they would otherwise reach.

We're going to have to ferret out programs that have outlivacd
their usefulness in all departments and agencies. We also
must take steps to moderate the growth in expenditures for
many other programs.

In addition, we are going to have to ask agencies to do
their job with the same number or fewer people than thev
have this year, even where the workload has increased.
The answer to more worklocad will have to be greater
productivity not more people or dollars.

e g et O R A eredTy e N
IR RCURE SRR 2% SIS PP Y S e .




WORK WITH BUDGET COMMITTEES

Are you willing to share with the budget committees the
cuts you .presently have in mind?

I think we can talk with them about the general kinds of
things we should look at.




WHY SET CEILING SO EARLY?

How can you set an expenditure ceilling so early? After
all, you are asking Congress to determine what kinds of
expenditures and deficit are right for the economy almost
a full year before FY 1977 even begins.

Let's make this clear. The purpose of the President's
proposals is not stimulus but rather long term braking
of expenditures. If additional stimulus turns out to
be needed, it should be by tax cuts, not increases in
expenditures over the $395 billion.




EXPENDITURE LEVELS

Does the Administration accept the $370 billion 1976
expenditure level as an accepted fact?

We do not. If the Congress were to restrict its actions,
spending in 1976 could still be held below $365 billion.

(See attached sheet for the range of possibilities.)




October 6, 1975

1976 Budget Outlays
Changes Since May 30
(In billions)

May 30 estimate..... O 5 5 v BT T &) o T 358.9

Congressional action and 11actlon-
Appropriations action:
Continuing resolution (Job Oppor-
tunities program, older Americans,

s P St P PN S AR L e e 5
Education (overturn of veto)........ - .4
Other appropriation action completed. o

Possible further appropriation action -1.5 to 0
Continuing inaction on pending reduc-

LEON PrODOSAIE s 4 £ 06 8 uie b w v b =5 e n b scws <& e 2.8 to 6.5
Overturn of rescissions and deferrals.... +5
Other completed actions.....c.cecvesccvsns e
Possible further Congressional action.... 0 to B.2
Total Congressional action and
IRAEEI O w05 439 2 e 5 D b e Rt i 3.5 0 15.9

Other changes:

Unenmployment assistancCe.....coeiceesncanss 2.5 to 3.5
Interest on the public debt....cowrsomans A0 175
Veterans GI bill benefits.......cccc.... 0.9 e w5
ledirare and Medioainl. . oo & aiad e b e m kb st .8
Earned income credit. .csassssssas S I

Removal of energy equalization payments
(energy program affects receipts and

outlays in approximately equal amounts). -5.8
Othex . e s s A B e R, T 0 PR .4 to .8
T R Ll AR DR S ey - -
Mid-point of ranges is approximately........ 370

i o 4 r, B R R oy A LR i e Vet dis
RN W AR B W s v i R B

.....



Pay increases:

Gctober 6, 1975

Budget Cutlays
1977 Compared with 1976
(In billions)

1976 1577 3T i

Civilian BCBNCIEE ol s s wbnei « snie e e — 2 2
Defense ..... ety i A BRE s e e 2 e RO e s 4 4
1o 1 [ SNl i YR W G 6 6

Under present law, salaries for Federal civilian personnel are made
comparable with salaries of similar employees in the private sector
unless the President proposes an alternative plan and the Congress
does not overturn the plan. Military personnel salaries are adjusted
in direct relationship to civilian salaries. In October, 1976 classi-
fied salaries will rise an estimated 11.5% unless an alternative plan

~ro

is proposed. This increase includes a catchup of 3.866% representing

the difference from comparability applied in October 1975.

l

n

Federal retir nt benefits:
Mildtary rebiroes (00 . - cine sss famieles wan s aln 73 /4 8-1/2
Civilian TELIZERE v eibeswmsss e bulnsme bveal e-1/2 10-1/2
MOERLE, o v sia o o vt s webie s eers ot 15-3/4 19 2!

" Ratirement payment increases are bassd on increases in tha consumer

price index. (Retirement benefits rise if the CPI rises 3% over the
last base period and the rise is sustained for thzec months. The
increase also includes a 1% "kicker.") Estimates assume increases
will occur about as follows: :

o e WG Ko I TS e B DR e '5-3/4%
January 1977 .ceeeann R T e
Social securlty and rallroaa retirement: '
Social seonrity benefils  ciiiusnserivessnann 73-1/2 85-=1/2 e
Railroad retirement benefits .....cececuun... 3-1/2 3-1/2
s o R R i &S 12

i boneflts are tied dlrectlj to CPI increases
j' flrst duéxter of éabﬁ calﬂndar'yéar-dnifﬁﬁle

stk v,hts;.- ugncer.m .Ehe
i e 5 2% S - T .~
calendar year. The increasss aré made in Jult of‘each ?CWE:“ ‘“

The following increases are assusied:



July 1976 ...... o i A N P
TRLU SOTT s s ot b Bt s b e s R

1975 1977 Diff.

SRR TR an e MR AP ORI e SR W SO T Wl e S 17-3/2 21-1/2

AT e B e G s (UG SR P . S (R e 7-1/2 9
Total ....cvivnneninnnes 25 30-1/2 5

than the CPI.

L]

({1}
3 Mm
=

%08 tea to continue to rise faste
;: g:am, it is assumed that hosbital costs will rise
‘zns' reimbursement costs will rise 10.8%. Partici-

A

=t

care program is expected to incraase from 24.2 mil-

e I T
12 0 L1 Q

on parsons to 24.39 million. In the Medicaid program, participation
1s expected to go Srxom 25.6 million to 25.1 miilison.

at=d and

=00 Www o

M PR L ke e Sy

= i
assi tance (cash payments) ..-.-.<ssese

- D3y
Tcod sta: ) " £a 2 ‘in - .
=GO BICESADE o 5 o pae ol b e w5 A S e w0 R e 6k e e .

Supplesenta]l Ssciily INCORE! cos=siess eamsaisma

.

[ TS B TS W A

.

Wotall weolae X S0 Sholerhs 20-1/2 22-1/2 2

The food stamp program is tied to the CPI. Increasss of around 4% ars

_ expected in Januaxy 1976 and again in July 1976. Increases of around
3% are expected in January and July, 1977. The SSI program is tied to
the CPI on the sanm2 schedule as social security (sse above).

Iatersst Of the DuH1Ic @ebl o vaissiin, s s ek 37-1/2 46-1/2 9
Basad voon an intezest rate for 91 day bills of appxo tely 6-1/2%
wastewater treatment plant construction ...:¢ecws-. - 2 e 4 2

O an $18 zilliion »rogram, contracts for about $7 biilion hawve been
awarded. The remaining $11 billion has been made available for
future coastruction contracts.

e ;?&;3%5?:S§?gf Fngects nacessary 1ncreaa°“ Sed =t sulting. from,: prlov 3 e
CF contrhotE BRa enn BV oA PRt fdx‘”vﬁ:.ﬂg. £y 'o‘*oemrevahn,‘:rcsm:'l ANk
fxrelorsent 2R sainkendnce Of pasos. This zmount is exclusive of
increasss o 3% billion for military and civiiian gav increases and
$1 billicon for retired pay noted above. Thc figure does not include
azounts Ifor any colicy changes.

*
%s v
B



1976 3977 PAEE.
p W :
ERDA, transcortation and Export-Import Bank:
Energy research and development .......c..-... 4 5 +1
Transportation programs (DOT) -- largely
mass transit and REIghways . cae b s Seeeies i i2-1/2 I3~i/2 41
Export-Import Bank -- By law, the Export-
Import Bank has been included ir the
budget totals after having been off budget
£Or Several YEeAES siihis . uihaei cnSn s viesise @t e 1-3/4 +1-3/-
bl il nl s e f 16-1/2 - 20-1/4  3-3/-
Other net changes:
' ; Includes the effect of a large number of net changes. Increases are
relatively small but affect a very large number of agencies and programs.
Decreasss include an expected drop of more than a biliion in programs
affected by the unemployment rate since the rate is expected to drop.
The figures include nearly $1 billion for e"pected inaction on buuget
reductions proposed by the President not affecting programs 1lsbpd
above. Over $2 billion in increases is included for Congressional
initiatives like the need to cover the pessible overturn of the veto
- of Child Nutrition Act now threatened. Also includad are add-ons

that have already occurred like the half a billion increase for

education programs resulting from the overturn of the veto of the
£ducation appropriation. : ot . i g5t




DEFICIT LEVELS

Q. Does the Administration accept as a fact that the 1976 deficix
will be $70 billion?

A. We do not. With restraint by Congress, the deficit could

still be below $65 billion.




EXPENDITURE LEVEL COMPARISON

How does the $370 billion expenditure level compare with the
estimates being developed for the current services budget?

The current services budget applies to fiscal year 1977,
rather than 1976. It is still too early to know what the
figures will be, but they are sure to be higher than the

. proposed $395 billion ceiling.



WHEN PRESENT BALANCED BUDGET

When will you present a balanced budget?

A balanced budget is possible in fiscal year 1979 if
(1) the Congress limits 1977 spending and continues spending

restraint thereafter and (2) the economy continues to move
upward as we expect.




MIDDLE EAST EXPENDITURES

. Q. Why doesn't your table on expenditure increases include
expenditures for the Middle East agreement?

A. Outlays related to the Middle East settlement have not
yvet been determined. The agencies involved are still
deciding on the kinds of equipment that would be provided
and how it should be provided. It will not be possible
to determine the expenditure effect until I make a decision
on the apprcpriation request.




DEFENSE EXPENDITURES
What portion of the $52 billion of increases from
1976 to 1977 are for the Defense Department?

At least $8 I:illion is for the Defense Department
including Military assistance. This includes over

$4 billion in pay increases, $1 billion for military
retirees, and $3 billion for other purposes.




ENERGY PROGRAM

What assumptions are you making regarding an energy program?

The estimates for outlays in 1976 and in 1977 do not include
any amounts for energy equalization payments. These payment:
were previously assumed as one of the ways additional taxes
received as a result of my energy program would be distributsz-.
The deficit estimates assume that any new taxes for energy
purposes would be redistributed in their entirety.




EIA FUNDING

Q. What assumptions have you made for funding of the President's
$100 billion energy initiative? Are you proposing that the
Energy Indepeﬁdence Authority plan not be reflected in the
budget?

A. The EIA proposal assumes that the Treasury borrowing of the
authority ‘would affect the budget in the conventional manner.
No amounts are included in the present figures. It is
-unlikely that the proposal would have a significant effect
on budget outlays through fiscal year 1977.




SERVICES BUDGET

How does the $395 billion ceiling compare with the current
services budget? ‘

The current sarvices budget cannot take into account pending
or contemplated legislation. Therefore, while it is too

early to know precisely what the current services total will
be, it is sure to be above the proposed $395 billion ceiling.

~
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PERSONAL TAX CUTS

Q & A




Withholding

Question - Why would withholding rates rise on
1 January 1976 if the 1975 temporary personal
income tax reductions were merely extended?

Answer

The $8 billion in temporary reductions was
with reference to 1975 liabilities. The

entire anrmal
only 8 months
the 1975 Act.
extended over
holding rates
last 8 months

effect had to be reflected in
of 1975 following enactment of
The same $8 billion of relief
1976 would require higher with-
than those in effect during the
of 1975.




Question

Answer -

Present Withholding at Annual Rate

- How much of the proposed tax reduction merely
assures that withholding rates will not be

higher in 1976 than in the last 8 months of
19757

$4 billion. Added to the continuation of
the 1975 Act tax relief, the total reduction
in 1976 liabilities that assures that personal
disposable incomes will not be lower in 1976
than in 1975 is $12 billion.

o

vt



New Withholding Cuts

Question - Would withholding rates be reduced on
January 1, 1976 under these proposals?

Answer - For most taxpayers, withholdihg rates will be
reduced to reflect the additional $8.6 billion

personal tax cut beyond extending and annualizing
the 1975 cuts.

o



Aged and Blind Exemptions

Question - Will the additional personal exemptions for

taxpayers who are over 65 or who are blind
also be' increased to $1,0007

Answer - Yes.

o~
1f




Replacing $30 Exemption Credit

~ Question - Since the $30 tax credit per taxpayer and
dependent in the 1975 Act was intended
primarily to extend tax relief to taxpayers
who itemize deductions, how do the present
propocsals continue that tax relief?

Answer - Itemizers will benefit from the higher personal
exemption. Raising the personal exemption is
an alternative to continuing the $30 tax .
credit. Itemizers will also benefit by rate
reductions. :

' &




Reduced Tax Burdens for All

Question - The President's proposal increases some marginal
tax rates., Does this mean that some families
will have a tax increase?

Answer - The marginal tax rate changes interact with
the other features of the package--the increased
personal exemption and standard deduction--so
that all taxpavers will have their tax liabilities
+decreased in comparison with the 1974 law and
practically every taxpayer will have his tax
liability reduced in comparison with 1975 law.

4f




Increased Tax Bracket Rates

QUESTION - Why are some personal income tax bracket rates increased?

ANSWER ~

Tt
: R
2, 4;,3!..\

The decision to raise a few bracket rates was made in the
light of all other changes proposed and is intended to
assure equitable distribution of tax relief. Under the
changes proposed, no taxpayer will pay a higher total tax.

~
ry




Standard Deductions vs Itemizers

QUESTION - What will be the principal differences between those who

ANSWER -

use the standard deduction and those who itemize?

Both groups of taxpayers will benefit by the increase in the
amount of personal exemption and the general lowering of tax
rates. In addition, those households claiming the standard
deduction will be allocwed an increased deduction in most
cases. There are also some itemizers who will benefit by
the increagse in the size of the standard deduction if their
itemized deductions are greater than deductions under the
old law but less than deductions under the current proposal.

Pl



MORE USE OF STANDARD DEDUCTION

QUESTION - The President's proposal replaces the low incare allowance
and the percentage standard deduction with a flat deduction
of $2,500 for joint returns and $1,800 for single individuals.
How many taxpayers will switch to itemizing and how many to
the new flat deduction?

ANSWER -~  Campared to 1975 law: -

900,000 returns switch to itemizing, and 3.9 million
returns switch to the standard deduction.

Net there will be 3 million more returns using the standard
deduction. ~

~
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MORE USE OF STANDARD DEDUCTICN

QUESTION - Will a greater proportion of tavpayers be expected to use

ANSWER -~

the standard deduction, rather than itemize deductions,
under these proposals?

Yes. Currently, under‘1975 law, 31.3 percent of tax returns
must itemize their deductions. Under these proposals the
proportion can be expected to decrease to 27.8 percent.
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SIMPLIFICATION

Question - Will this proposal simplify tax returns?

Answer

Yes, in three ways:

First, more taxpayers will be able to use

the standard deduction, rather than itemize
their deductions. Presently, under 1975 law,
27 million returns are expected to itemize,
while under this proposal, only 24 million will
have to itemize.

Second, the standard deduction and personal
exemptions are much simpler than under 1975
law. This will also help make the withholding
tables easier.

Third, 2.2 million returns which owe tax under
1975 law will owe no tax under this proposal.
This is the ultimate simplification.
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TAX-EXEMPT INCOYE LEVELS

Question - For families of different sizes, what are the
levels of tax-exempt income implied by the

Answer -

President's proposal?

Type of taxpayer

Single, no dependents

Married, joint return
No dependents
1 dependent
.2 dependents
3 dependents
4 dependents

Single over 65
no dependents

Married, joint returns,
both over 65

Proposed Maximum Tax-free
Earned Income for Tax-
payers Not Eligible for
Earned Income Credit .
(Rounded to nearest $10)

$2,800
$4,500
$5,500
$6,500

$7.500
$8.500

$3,800

$6,500




NOT TAXING FAMILIES BELOW POVERTY LINE

QUESTION ~ Will any families with incomes at or below the poverty
level have-any tax liabilities under the President's
proposals?

ANSWER - No. Given the probable increases in the Consumer Price
Index ho families with incames below poverty levels will
have any Federal inccme tax liability.

~
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TAXPAYERS MADE NONTAXABLE

QUESTION - As compared to 1975 law, how many taxpayers are made
nontaxable?

ANSWER - 2.2 million.



EARNED INCOME CREDIT

Question - Does the proposal include extension of the
10 percent earned income credit?

Answer - No recommendation is made with respect to the
earned income credit. This is an item the
Congress should consider when it reviews
outlay programs in light of these tax proposals.
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TAX-FREE INCOME LEVELS 2AND THE EARNED INCOME CREDIT

QUESTION: What would be the level of tax-free earned income for
tavpayers eligible for the earnsd inoome credit, assuming
that the earned income credit is retained in its current

form?
ANSWER: Married, joint return
, 1 dependent $6,625
2 cdependents . $7,182
3 dependents - $§7,727
4 dependents $8,500
5 dependents $9,500
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SOCIAL SECURITY BENEFITS

Question - The Tax Reduction Act of 1975 included a $50
payment to all social security and supplemental
income security beneficiaries. Is a similar
provision being proposed for 19767

Answer - No. Scocial Security benefits will be increased
+ in 1976 to reflect increases in the Consumer
Price Index. Moreover, Social Security
beneficiaries with taxable income will have
lower taxes from the increase in the personal
exemption,
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HOME PURCHASE CREDIT

e Question - Does the proposal include extension of the
: 5 percent tax credit for purchase of new
homes?

Answer - No.

na




CORPORATE TAX CUTS




Investment Tax Credit

Question - What does the tax cut provide for the

Answer

investment tax credit?

The Tex Reduction Act of 1975 increased the
investment tax credit to 10 percent for both
1975 and 1976. This new tax cut would make
permanent the increase to 10 percent for all
years after 1976,




Question -

Answer -

Investment Tax Credit

Will the extension of the investment tax credit
affect business tax liabilities for 19767

No. The investment tax credit was scheduled

to continue through 1976 under the Tax Reduction
Act of 1975. The President's proposals which
recommends that the 10 percent investment tax
credit be made permanent will affect business tax
liabilities after 1976. If the 10 percent invest-
ment tax credit is made permanent, there will

be no artificial boom (and subsequent bust) in
investment in order to beat the expiration rate.
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Investment Tax Credit

Question - Will the temporary increase in the used property
dollar limit that qualifies for the investment
tax credit be changed?

Answer - No. The limit was increased by the Tax Reduction
Act of 1975 to $100,000 for calendar years 1975
and 1976 (and fiscal years 1975-1976 and 1976-1977)
but will revert to $50,000 after that time.




Investment Tax Credit

Question - Does the proposal include extension of the
additioral 1 percent investment tax credit
where that additional credit is used in
conjunction with an Employee Stock Ownership
Plan (ESOP)?

Answer -- No. . .




Investment Tax Credit

Question - How would these proposals affect the reduced

Answer

limitations on investment tax credit for
public utilities which were in the Reduction
Act of 19757

The same schedule of percent-of-income limitations
would apply as in the 1975 Act. The higher tax
credit may still not exceed 100 percent of income

in 1975-76. This percentage is reduced by 10 per-'

cent each year until it reverts permanently to
the 50 percent level in 1981.

~
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QUESTION -

ANSWER -

Public Utilities

How does the proposal to make the 10 percent
investment tax credit permanent relate to the
proposals regarding electric utilities that the
Administration presented to the Ways and Means
Committee on July 8, 19757

The Administration proposals for electric
utilities are included in these proposals.
The electric utility proposals include a 12
percent investment tax credit for investments
in qualified electric utility property.

P




Utilities

Question - What would the proposals for utilities do to

Answer

help reduce dependence on foreign o0il?

Several incentives are provided to encourage
investment in generating facilities not fueled
by petroleum and to -encourage conversion of
present petroleum-fueled facilities to other
energy sources. Investments in petroleum-

. fueled facilities would be ineligible for the

12 percent tax credit rate, Rapid 5-year
amortization is allowed in lieu of normal
depreciation and the investment tax credit for
investments to convert or replace petroleum-
fueled facilities in favor of facilities not

fueled by petroleum.




Corporate Surtax Exemption

Question - How will the surtax exemption be effected?

Answer - The surtax exemption revisions made in the Tax
Reducticon Act off 1975 will become permanent.
These rates are 20 percent on the first $25,000
of taxable income and 22 percent on the next
$25,000. The decrease in the corporate surtax
rates means that all income above $50,000 will
be taxed at 46 percent--but this change does
‘not effect the surtax exemption per se..




QUESTION:

ANSWER:

Integration
How does this proposal relate to the proposal
for integration of the personal and corporate
income taxes made on July 31, 19757

The proposal for integration raised many funda-

mental and complex questions of tax policy which

the Congress has indicated, appropriately, that
it wishes to study over a considerable period of
time. The integration proposal has not been
incorporated into this proposal for immediate
action. The Administration still supports the
basic concept of integration.
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Permanent Reductions

Question - Are the 1976 tax reductions meant to be
temporary (as in 1975) or permanent?

Answer - The reductions are to be made permanent.




Timetable for Enactment

Question - When would this proposal have to be enacted
in order to prevent withholding rates from
increasing in January?

Answer - By mid-November. About six weeks are required
to revise withholding tables.






