



































































































































SERVICES BUDGET

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

The current services 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

'STANDARD DEDUCTION

Question - What will be the principal differences between
those who use the standard deduction and those
who itemize?

Answer - Both groups of taxpavers 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 allowed an increased deduction
in most cases. There are also some itemizers
who will benefit bv the increase in the size of
the standard deduction if their itemized
deductions are greater than the standard
deduction under the old law but less than
the standard deduction under the current
proposal.

Question - The President's proposal replaces the low
income 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 switch to itemizing and how
many to the new flat deduction?

Answer - Compared to 1974 law:

200,000 returns switch to itemizing and 10.5 million
switch to the standard deduction.

Net there will be 10.3 million more returns using
the standard deductions.

Compared to 1975 law:

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

Net there will be three million more returns using
the standard deduction. 60 million tax returns
currently utilize the low income allowance or

the standard deduction, :




.

Question - Will a greater proportion of taxpayers be

Answer -

expected to use 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.




Ouestion -

Answer -

Question -

Answer -

Question -

WITHHOLDING

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

The $8 billion in temporary reductions was
with reference to 1975 liabilities. The
entire annual effect had to be reflected in
only 8 months of 1975 following enactment of
the 1975 Act. The same $8 billion of relief
extended over 1976 would require higher with-
holding rates than those in effect during the
last 8 months of 1975.

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

For most taxpayers, withholding rates will be
reduced to reflect the additional $8.6 billion
personal tax cut beyond extending and annualizing
the 1975 cuts.

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

Answer -

19752

$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.




DOES ANYONE PAY MORE TAXES

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 taxpayers 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.

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, several million returns which owe tax
under 1975 law will owe no tax under this
proposal. This is the ultimate simplification.

A e <4 i e e v




TAX-EXEMPT INCOMF. LEVELS

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

Answer -

Question =

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 réturns,
both over 65

Proposed Maximum Tax-free
Earned Income for Tax-
payers Not Eligible for
Earned Income Credit
(Rounded to nearest $100

$2,800
$4,500
$5,500
$6,500
$7,500
$8,500

$3,800

86,500

Does the proposal increase the tax exempt levels
of income for singles and married couples?

Exempt Level of Income

1974 1975 1976

Single _ $2,050 $2,560 $2,800
Married Couple, ’

no children 2,800 3,830 4,500

Married Couple,

two children 4,300 5,760 6,500

s




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 no families with incomes
below poverty levels will have any Federal
income tax liability.

EARNED INCOME CREDIT

Question - Does the proposal include extension of the

Answer -

Question -

Answer:

10 percent earned income credit?

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 pro-
posals.

What would be the level of tax-free earned
income for taxpayers eligible for the earned
income credit, assuming that the earned income
credit is retained in its current form?

Married, joint return.

1 dependent 86,625
2 dependents $7,182
3 dependents $§7,727
4 dependents : $8,500

5 dependents : $9,500
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MISCELLANEQUS

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. Social 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.

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

Answer - Itemizers will henefit 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.

uestion - Will the additional personal exemptions for
taxpayers who are over 65 or who are blind
also be increased to $1,0007?

Answer - Yes.

Question - Does the proposal help married people more than
single?

Answer - The proposed single rate schedule follows the
pattern adopted by Congress in 1969 which insures
that no single taxpaver will pay over 20 percent
more than a married couple with the same taxable
income.

(Before 1969 the difference could be as large as
40 percent.)



wwon—WIy @re some personal income tax bracket rates

increased?

Answer - The decision to raise a few bracket rates was

: made in the light of all other changes pro-

. posed and is intended to assure equitable
distribution of tax relief. Under the changes
proposed, no taxpayer will pay a higher total
tax.

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

Answer - No.




CORPORATE TAX CUTS

OORPORATE TAX RFLIEF

Question - Does the two percentage point reduction in the
corporate tax rate apply across the board or
simply to the 48 percent top rate?

Answer - The two percentage point reduction applies to the
48 percent rate on earnings in excess of $50,000.
The provisions of the Tax Reduction Act of 1975
that reduced the rate from 22 percent to 20 percent
of the first $25,000 of corporate profits, and
from 48 percent to 22 percent or profits between
25,000 and 50,000 will be continued.

Ba ound

Earnings Brackets 1974 Rates 1975 Rates  Proposed Rates

0 - 25,000 22 .20 20
25,000 - 50,000 48+ 22 22
50,000 and more 48+ 48+ 46+
+Normal rate = 22 +Normal rate = 22
Surtax rate = 26 - Surtax rate = 24




Question -

Answer -

Ouestion -

Answer -

Question -

Answer -

Question -

Answer -

INVESTMENT TAX CRFDIT

What does the tax cut provide for the
investment tax credit?

The Tax 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.

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

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.

Will.the extension of the investment tax credit
affect business tax liabilities for 19762

No. The investment tax credit was scheduled
to continue through 1976 under the Tax
Reduction Act of 1975. The President's pro-
posals which recommends that the 10 percent

"investment tax credit be made permanent will

affect business tax liabilities after 1976.

If the 10 percent investment tax credit is made
permanent, there will be no artificial boom
(and subsequent bust) in investment in order

to beat the expiration rate.

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

No.
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Question -

Answer -

Question -~

Answer -

Question -

Answer -

PUBLIC UTILITIES

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

The Administration proposals for electric
utilities are included in these pronosals.
The electric utility proposals include a

12 percent investment tax credit for invest-
ments in qualified electric utility property.

What would the proposals for utilities do to
help reduce dependence on foreign o0il?

Several incentives are provided to encourage
investment in generating facilities not fueled
by petroleum and to ericourage 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.

How would these proposals affect the reduced
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.



CORPORATE SURTAX EXEMPTION

Question - How will the surtax exemption be affected?

'

Answer - The surtax exemption revisions made in the Tax

Reduction Act of 1975 will become permanent.
The 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.

o




Ouestion - How does this proposal relate to the proposal

Answer -

INTEGRATION : &

oy ma T WA

for integration of the personal and corporate
income taxes made on July 31, 19757 g

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.

U. S. GOVERNMENT PRINTING OFFICE : 1975 O - 594-668 i



ANNEX A

Tax Rate Schedule for President's
October 6, 1975 Tax Reduction Proposals
(Married Taxpayers Filing Jointly)

Taxable income Present rates :Proposed rates

Office of Tax Analysis

1/ While two rates are increased in the higher brackets,
T taxpayers with income taxed in those brackets will
benefit from rate reductions in the lower brackets

so that on balance

the changes in rates reduce taxes

even for those affected by the increased rates.

bracket : (percent) : (percent)
S 0 $1,000 14 12
1,000 2,000 15 14
2,000 3,000 16 15
3,000 4,000 17 15
4,000 6,000 19 16
6,000 8,000 19 17
8,000 10,000 22 21
10,000 12,000 22 22
12,000 16,000 25 25

16,000 20,000 28 29 1/

20,000 24,000 32 34 1/

24,000 28,000 36 - 36
28,000 32,000 39 39
32,000 36,000 42 42
36,000 40,000 45 - 45
40,000 44,000 48 48
44,000 52,000 50 50
52,000 64,000 53 53
64,000 76,000 55 55
76,000 88,000 58 58
88,000 100,000 60 690
100,000 120,000 62 52
120,000 140,000 64 64
140,000 160,000 66 )
160,000 180,000 68 68
180,000 200,000 69 69
200,000 -- 70 70
)ffice of the Secretary of the Treasury October 6, 1975




ANNEX A

Tax Rate Schedule. for President's
October 6, 1975 Tax Reduction Proposals
(Single Taxpayers)

Taxable income : Present rates :Proposed rates
bracket B (percent) : (percent)
$ 0 $ 500 14 12
500 1,000 15 13
1,000 1,500 16 15
1,500 2,000 17 15
2,000 3,000 19 16
3,000 4,000 19 17
4,000 5,000 21 18
5,000 6,000 ‘ 21 19
6,000 8,000 24 21
8,000 10,000 ' : 25 24
10,000 12,000 27 27
12,000 14,000 29 29
14,000 16,000 31 31
16,000 18,000 34 34
18,000 20,000 36 - 36
20,000 22,000 38 38
22,000 26,000 40 40
26,000 32,000 : 45 45
32,000 38,000 50 50
38,000 44,000 " 55 ' 55
44,000 50,000 60 60
50,000 60,000 62 62
60,000 70,000 64 - 64
70,000 80,000 66 66
80,000 90,000 68 68
90,000 100,000 69 A9
100,000 -- 70 70
Office of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis
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ANNEX B

i

i

{
SIX-POINT UTILITIES PACKAGE

§

-- Increase the investment tax credit permanently to 12
percent on all electric utility property except generat-
ing facilities fueled by petroleum products. No change
of the percent-of-tax limitation is involved. The
increase in the credit is allowable only if construction
work in progress is included in the utility's rate base
and the benefit of the increase is ''normalized"’ for
ratemaking purposes. ''Normalized' in this sense
means reflecting the tax benefit for ratemaking purposes
pro rata over the life of the asset which generates the
benefit instead of recognizing the entire tax benefit
in the year the utility's taxes are actually reduced.

In the absence of normalization, the entire tax benefit
would flow through immediately in the form of reduced
utility rates for consumers, and no real economic benefit
would result for the utility.

-~ Give electric utilities full, immediate investment tax
credit on progress payments for construction of
property that takes two years or more to build, except
generating facilities fueled by petroleum products,
without regard to the five-year phase-in required by
the Tax Reduction Act of 1975. This new provision
applies only if the regulatory agency includes con-
struction work in progress in the utility's rate base
for ratemaking purposes. -

-- Extend to January 1, 1981, the period during which
pollution control facilities installed in a pre-1969
plant or facility may qualify for rapid five-year
straight-line amortization in lieu of normal depre-
ciation and the investment credit.

-- Permit rapid five-year amortization of the costs of
either converting a generating facility fueled by petroleum
products into a facility not fueled by petroleum products or
replacing a petroleum-fueled facility with one not fueled
by petroleurmn. This amortization is in lieu of normal
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depreciation and the investment credit, and is available
only if (i) its benefits are '"mormalized' for ratemaking
purposes, and (ii) construction work in progress is included
in the utility's rate base for ratemaking purposes.

Permit a utility to elect to begin depreciation, during the
construction period, of accumulated construction progress
expenditures, generally the same expenditures as those which
qualify for the investment credit construction progress

payments under the Tax Reduction Act of 1975. Any deprecia-
tion taken during the construction period will reduce the
depreciation deductions available after the property is completed.
This early depreciation will be available only if the ratemaking
commission includes construction work in progress in

the utility's rate base and ''normalizes'' the tax benefits :
for ratemaking purposes. Construction of generating : ;
facilities which will be fueled by petroleum products will
not qualify for such depreciation. ;

Permit a shareholder of a regulated public electric utility )
to postpone tax on dividends paid by the utility on its common i
stock by electing to take additional common stock of the E
utility in lieu of cash dividends. The receipt of the stock

dividend will not be taxed. The amount of the dividend

will be taxed as ordinary income when the shareholder sells

the dividend stock and the amount of capital gain realized

.on the sale will be decreased (or the amount of capital loss

increased) accordingly. Dividend stock is deemed sold before

other stock.

FY 1976 COST = $600 million




ANNEX C
MAJOli 1975 INDIVIDUAL TAX REDUCTIONS

The Tax Reduction Act of 1975 contains three temporary
general individual tax cut provisions affecting most taxpayers.
The_first was the temporary one-shot rebate of a portion of 1974
tax liabilities, which was implemented fhrough special rebate
checks or larger refund checks last spring (cost: $8.1 billion).
Two other temporary structural changes enacted in 1975 may be

summarized as follows:

Standard deduction liberalization

-- minimum standard deduction (low income allowance)
increased from $1,300 per return ($650 for married
persons filing separately) to $1,900 for a joint return
or surviving spouse, $l,660 for single persons, and

$950 for married persons filing separately,

-- maximum standard deduction increased from 15 percent
of AGI (with a maximum of $2,000 or $1,000 for a
married person filing separately) to 16 percent of AGI
(with a maximum of $2,600 for a joint return or surviving
spouse, $2,300 for a single person, and $1,300 for

married persons filing separately,
-- effective for one year (generally 1975 calendar year)

COST: $2.5 billion

594-668 O - 75 -2




Personal exemption tax credit

-~ new $30 per exemption tax credit (except blind and aged
‘exemptions) in addition to present law personal exemptions

-- effective for one year (generally 1975 calendar year)
COST: $5.3 billion SR

The approximate $8 billion of tax reductions effected by the
standard deduction liberalization and the personal exemption tax
cut were reflected in withholding tax reduction over a eight-
month period. Thus, the amount bf tax cuts necessary to annualize
the 1975 Act withholding tax reductions over a l2-month period

would be approximately $12 billion.

4 g o oo a1




Maximun Ievels of. Tax-Free Income for 1275
Under the President's Tax Reduction Proposal

(rmnﬁéd to nearest $10)

ANNEX D

Filing status

Maximm tax-free income 1/

Poverty incame levels 2/

1975 : 1976 1975 : 1976
Single :
no dependents 2,560 2,800 2,790 2,970
Married, joint return
no dependents 3,830 4,500 3,610 ‘ 3,840
1 dependent 4,790 5,500 4,300 4,570
2 dependents 5,760 6,500 5,500 5,850
3 dependents 6,720 7,500 6,490 6,900
4 dependents 7,670 8,500 7,300 7,770
Single, ower 65
no dependents 3,310 - 3,800 2,580 2,740
Married, joint returm
both over 65
no- dependents 5,330 6,500 3,260 3,460

Office of the Secretary of the Treasury

Office of Tax Analysis

1/ For taxpayers not eligible for the earned incame credit.

2/ Underlying Consumer Price Index assumption: for 1975, 161.2; for 1976, 171.5.

Octadber 6, 1975
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Supplementary Tables

Income Distribution of President's Tax Reduction Proposal
at’ 1975 Levels of Income as Compared to 1972-74 Law

Income Distribution of the Components of the President's
Tax Reduction Proposal at 1975 Levels of Income as
Compared to 1972-74 Law

Comparison of Individual Tax Cuts in President's Proposal
and in Tax Reduction Act of 1975

Income Distribution of President's Tax Reduction Proposal
at 1975 Levels of Income as Compared to 1975 Law

Income Distribution of the Components of the Tax Reduction
Act of 1975 at 1975 Levels of Income as Compared to
1972-74 Law

Tax Liabilities for Family with No Dependents, Filing
Jointly with Itemized Deductions of 16 Percent of Adjusted
Gross Income

Tax Liabilities for Family with 1 Dependent, Filing Jointly
with Itemized Deductions of 16 Percent of Adjusted Gross
Income

Tax Liabilities for Family with 2 Dependents, Filing Joint
Return with Itemized Deductlons of 16 Percent of Adjusted
Gross Income

Tax Liabilities for Family with 4 Dependents, Filing Joint
Return with Itemized Deductions of 16 Percent of Adjusted
Gross Income

Tax Liabilities for Single Person Without Dependents, with
Itemized Deductions of 16 Percent of Adjusted Gross Income

A Comparison of the Liability‘Effects of the Tax Reduction
Act of 1975 and the President's Tax Cut Proposal on
Business Income :




Table 1

Income Distribution of President's Tax Reduction Proposal
at 1975 Levels of Income as Compared to 1972-74 Law

- (billions of dollars)

Adjusted gross Tax liability : Proposed : Tax .Per?entége : Perce?tag?
income class : based on : 1976 tax : reduction : distribution of : reduction in
: 1972-74 law : liability : : _tax reduction 1/ : tax liability 1/ .
0 - $5,000 2.0 . 0.8 1.2 ' 5.9 61.2
$5,000 - 10,000 14,1 9.1 5.0 24.0 . 35.3
10,000 - 15,000 23.1 17.6 5.5 26.6 23.8
15,000 - 20,000 23.7 19.5 4,2 20.2 17.7
20,000 - 30,000 28.0 | 24;7 , 3.3 16.0 11.8
30,000 - 50,000 16.9 15.9 1.0 5.0 6.1
50,000 - 100,000 12,1 11.7 0.4 1.8 . 3.2
100,000 + 9.4 __g‘é 0.1 _0.,4 _1.0
Total 129.4 © 108.7 20.7 100 16.0

Office of the Secretary of the Treasury October 8, 1975
Office of Tax Analysis .

1/ Based on unrounded liability figures.

Note: Detail may not add to totals due to rounding.



Table 2

Incame Distribution of the Components of the President's Tax Reduction Proposal

at 1975 levels of Incame as Campared to 1972-74 Law

{millions of dollars)

: . CopoRents :
Adjusted Gross : $1,000 ; Standard Deduction Change Rate Reduction : Total
Incamne Class : Personal Exemption :

$ 0 - $5,000 515 608 102 1,225
5,000 - 10,000 1,908 1,961 1,098 4,967
10,000 - 15,000> 2,548 925 2,040 5,513
15,000 - 20,000 2,056 ' 342 1,788 4,186
20,000 - 30,000 1,867 ‘ 154 1,287 3,308
30,000 - 50,000 802 31 204 1,037
50,000 - 100,000 330 5 48 383
100,000 + 80 1 10 91
TOTAL 10,105 | 4,026 6,580 20,711

Office of the Secretary of the Treasury

Office of Tax Analysis

Note: Detail may not add to totals due to rounding.

October 7, 1975




Table 3

Comparison of Individual Tax Cuts in President's
Proposal and in Tax Reduction Act of 1975

President's Proposal $ billion
Standard deduction 4.0
$1,000 personal exemption 10.1
Rate changes 6.6

TOTAL 20.7

Tax Reduction Act of 1975
Standard deduction 2.5
$30 personal exemption credit 5.3
Earned income credit l1.51/
Housing credit 0.6

TOTAL 1¢.0
Office of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis

1/ Includes the refundable portion of the earned income credit.




Table 4

Income Distribution of President's Tax Reduction Proposal
at 1975 Levels of Income as Compared to 1975 law

Tax liability : Proposed Percentage °~ : Percentage

Adjusted gross 1 ) edn | i 1976 tax edum. i distribution of : reduction in

: 1975 law 1/ :  liability :. tax reduction2/ tax liability 2/

« ....... billions of dollars...... ) N R, I <=5 a'e = o | SN )
$ 0~ $5,000 1.5 0.8 0.7 5.5 45.6
5,000 - 10,000 12.0 9.1 2.9 24.2 24.0
10,000 - 15,000 20.7 17.6 3.1 26.3 15.1
15,000 - 20,000 219 195 2.4 20.4 11.0
20,000 - 30,000 26.6 24.7 | 1.9 16.0 7.1
30,000 - 50,000 16.5 15.9 . 0.6 4.9 . 3.5
50,000 - 100,000 11.9 ©11.7 0.2 2.1 2.1
100,000 + 9.4 9.4 0.1 0.5 0.7
TOTAL 120.6 108.7 11.8 100. 0 9.1
Office of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis

1/ Includes effect of changes in the stamndard deduction, the $30 exemption credit; the hame purchase credit, and
the nonrefundable portion of the earned incame credit. The refundable portion of the earned income credit is
treated as an expenditure item.

2/ Based on unrounded liability figures.

* Iess than $50 million.

NOTE: Detail may not add to totals due to rounding. Minor differences may arise in totals appearing on other

tables due to the different methods used in estimating these income distributions.




Table 5

Incame Distribution of the Components of the Tax Reduction Act of 1975
- at 1975 Levels of Incame as Compared to 1972-74 Law

(millions of dollars)

Tax Reductions . : : Refundable

Adjusted Gross : Standard  : : Earmed : Haome : Total : Portion of ;Ragﬁzian
Incare : Deduction : : Incame : Purchase : Tax : Earned Income : Plus
Class :  Change : $30 Credit : Credit : Credit :  Reduction: Credit (Qutlays) : Outlays

$ 0-$5,000 502 298 29 6 835 890 1,725
5,000-10,000 1,062 1,190 250 53 2,555 223 2,778

10,000-15,000 374 1,505 0 144 2,023 - 2,023
15,000-20,000 527 1,079 0 156 - 1,762 - 1,762
20,000-30,000 240 824 0 176 ‘1,240 - 1,240
30,000-50,000 46 : 257 0 68 371 - 371
50,000-100,000 8 75 0 | 19 ' 102 - 102
100,000 + 1 ' 15 0 4 20 - 20
TOTAL 2,760 5,243 279 625 8,908 1,113 10,021

Office of the Secretary of the Treasury
Office of Tax Analysis

Note: Detail may not add to totals due to rounding.

October 7, 1975



Table 6

Tax Liabilities for Family with No Dependents,
Filing Jointly with Itemized Deductions of

16 Percent of Adjusted Gross Income 1/

froposed. .
Adjusted Tax Liability : Reduction fram
gross 1972-74 1975  : Proposed : 1972-74 : 1975
incane law law 2/: 1976 law : law : law 2/
$ 5,000 $ 322 $ 170 $ 60 $ 262  § 110
7,000 658 492 335 323 157
10,000 1,171 1,054 800 371 254
15,000 2,062 2,002 1,750 312 252
20,000 3,085 3,025 2,780 305 245
25,000 4,240 4,180 3,950 290 230
30,000 5,564 5,504 5,328 236 176
40,000 8,702 8,642 8,444 258 198
50,000 12,380 12,320 12,080 300 240

Office of the Secretary of the Treasury

ffice of Tax Analysis

October 6, 1975

1/ 1f standard deduction exceeds itemized deduction, family uses
standard deduction.

2/ Assumes that taxpayer is not eligible for the Home Purchase

Credit.




Table 7

Tax Liabilities for Family with 1 Dependent,
Filing Jointly with Itemized Deductions of
16 Percent of Adjusted Gross Income 1/

: : Proposed
Adjusted : Tax Liability : Reduction fram
gross : 1972-74 : 1975 : Proposed : 1972-74 : 1975
incame : law : law 2/: 1976 law : law 2o law 2/
$ 5,000 $ 207 $73 0 $ 207 $ 73
7,000 526 386 190 336 196
10,000 1,028 938 640 388 298
15,000 | 1,897 1,807 1,535 362 272
20,000 2,897 | 2,807 2,530 367 T 277
25,000 4,030 3,940 ° 3,660 370 280
30,000 | 5,324 5,234 4,988 336 246
40,000 8,406 8,316 8,054 352 262
50,000 12,028 11,938 11,630 398 308
ffice of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis

If standard deduction exceeds itemized deduction, family uses
vstandard deduction.

Assumes that taxpayer is not eligible for the Home Purchase
Credit. Also assumes that taxpayer is not eligible for the
Earned Income Credit. Taxpayers maintaining a. home in the
United States for a dependent child are eligible for the
Earned Income Credit (EIC) if they earn less than $8,000.

If eligible for the EIC under 1975 law, taxpayers with earned
income of $5,000 would have no tax liability and would receive
$227 in direct payments from the Government. Taxpayers with
earnaAd income of $7,000 would have tax liabilities of $286.



Table 9

Tax Liabilities for Family with 4 Dependents,
Filing Joint Return with Itemized Deductions of

16 Percent of Adjusted Gross Income 1/

o FProposed
Adjusted : Tax Liability : Reduction fram
gross s 1972-74  : 1975 : Proposed : 1972-74 1975
incame : law : law 2/: 1976 law : law : law 2/
$ 5,000 $ O $ 0 $ O $ O $ 0
7,000 170 0 0 $ 170 0
10,000 603 372 190 413 182
15,000 1,402 1,222 965 437 257
20,000 2,335 2,155 1,816 519 339
25,000 3,400 3,220 2,830 | 570 390
30,000 4,604 4,424 4,008 596 416
40,000 7,529 7,349 6,896 633 453
50,000 11,015 10,835 10,280 735 555
ffice of the Secretary of the Treasury . October 6, 1975

Office of Tax Analysis

/ If standard deduction exceeds itemized deduction, family uses
standard deduction.

2/ Assumes that taxpayer is not eligible for the Home Purchase
Credit. Also assumes that taxpayer is not eligible for the
Earned Income Credit. Taxpayers maintaining a home in the
United States for a dependent child are eligible for the Earned
Income Credit (EIC)if they earn less than $8,000. 1If eligible
for the EIC under 1975 law, taxpavers with earned income of
$§,OOO would have no tax liability and would receive $300 in
direct payments from the Government. Taxpayers with income cf
$7,000 would have no tax liability and would receive direct
payments of $100.



Table 10

Tax Liabilities for Single Person Without Dependents,

with Itemized Deductions of
16 Percent of Adjusted Gross Income 1/

Adjusted s Tax Liability f Redubtiom From
gross : 1972-74 : 1975 : Proposed : 1972-74
incare : law : law 2/: 1976 law : law : law 2/
$ 5,000 $ 490 $ 404 $ 307 $ 183 $ 97
7,000 889 796 641 248 155
10,000 1,506 1,476 1,227 279 249
15,000 2,589 2,559 2,307 282 252
20,000 3,847 3,817 3,553 204 264
25,000 5,325 5,295 5,015 310 280
30,000 6,970 6,940 | 6,655 315 285
40,000 10,715 10,685 10,375 340 310
50,006 - 15,078 15,048 14,725 353 323

Office of the Secretary of the Treasury October 6, 1975
Office of Tax Analysis _

;/ If standard deduction exceeds itemized deduction, family uses
standard deduction.

'~ 2/ Assumes that taxpayer is not eligible for the Home Purchase
Credit. :
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rtapre Ll

A Comparison of the Liability Effects

of the Tax Reduction Act of 1975 and the
President's Tax Cut Proposal on Business Income 1/
(1975 Levels of Income) -

Tax Reduction :President's Tax:
hange
Act of 1975 : Cut Proposal : < 9

_(o-oooo.o.o---oans billions...................)

Increase the corpo-
rate surtax exemp-
tion to $50,000
with a 2 percent-
age point reduction
in the normal tax -1.5 -1.5 --

Incfease the rate of
the investment tax
credit tO 10% _303 -303 -

2 percentage point
reduction in the

corporate surtax - : -2.2 -2.2
Utilities tax relief

previously proposed - -0.6 -0.6
WIN credit * - *

TOTAL . -4.8 -7.6 -2.8
Office of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis

l/ These figures show the difference between 1972-74 law liability
and the two tax programs as applied to calendar 1975 income.

Note: Detailumay notadd to totals due to rounding.

* Less than $50 million.





