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The Department of the JREASURY

Contact: George G. Ross
202/964-5985

MEMORANDUM FOR THE PRESS: October 8, 1975

Attached are materials which help explain and illustrate
the President's Proposal for Tax Cuts and Federal Spending
Restraint. The materials include:
1. The White House Fact Sheet (October 6, 1975). LR
2. Treasury's Annexes to the Fact Sheet, covering:
a) Tax Rate Schedules comparing present tax rates
with the President's proposals in all tax
brackets, for both single and married taxpayers.
b) Six-point utilities package.
c) Major 1975 individual tax reductions.

d) Maximum levels of tax-free earned income for 1976
under the President's Tax Reduction proposal.

3. Eleven supplementary comparison tables.

. /.
4. Questions and Answers on the tax proposal.
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OCTOBER 6, 1975

Office of the White House Press Secretary

THE WHITE HOUSE

FACT SHEET
THE PRESIDENT'S PROPOSAL FOR TAX CUTS AND FEDERAL SPENDING RESTRAINT

President Ford 1s proposing that permanent large tax cuts be made
possible for American taxpayers by Congress joining with him in
limiting the growth of federal expenditures. The tax reductions
proposed by the President total about $28 billion compared to 1974
law. This proposal 1s linked to the adoption by the Congress now
of a spending ceiling of $395 billion for FY 1977. This represents
a reduction of about $28 billion from projected levels for that
year unless action to limit federal spending is taken.

The proposed tax cuts are divided approximately 75 percent for
individuals and 25 percent for business. A family of four earning
$14,000 a year would receive a reduction in their tax liability

of $412 or 27 percent.

I. SUMMARY OF THE TAX CUT PROPOSAL
A. The individual tax reductions will be accomplished by:

$8 billion in cuts to replace the temporary 1975
tax reductions.

$4 billlion in additional cuts required to keep
personal withholding rates constant. (The 1975
cut was reflected in withholding over an eight-
month period and, therefore, a $4 billion extra
cut is provided to keep withholding constant.)

$8.7 billion in further tax relief distributed
throughout all income rarges.

B. The kLusiness tax reductions wlll continue the tax

relief for small business provided by the 1975 Act, will

make permanent the higher investment credit rate of 10 per-
cent as an 1incentive for investment in equipment needed to
increase productivity and to provide new jobs, will reduce
the marginal rate on business income as a first step toward
eliminating the exlsting tax bias against capital formation,
and will provide special rellef to utllities needed to reduce
dependence on forelgn energy sources.
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C. The recommended changes in the individual and business
income tax structure, and their costs, as compared to 1974
law, are as follows:

Individual Tax Cuts

Increase personal exemption from $750 $10.1 billion

to $1,000.

Replace $1,300 low income allowance $ 4.0 billion
and $2,000 maximum standard deduction

with flat amount standard deduction

of $2,500 for married couples ($1,800

for a single person)

Reduce tax rates $ 6.6 billion

TOTAL INDIVIDUAL TAX CUTS $20.7 billion

Business Tax Cuts

Extension of 1975 corporate rate $ 1.7 billion
and surtax exemption changes

Permanent extension of investment $ 2.5 billion
credit increase (from 7-10; 4-10
for utilities)

2% corporave rate reduction (48-U46%) $ 2.2 billion
Utilities tax relief previously $ 0.6 billion
proposed (see Annex C§
TOTAL BUSINESS TAX CUTS $ 7.0 billion
TOTAL TAX CUTS $27.7 billion

’
The effects on individual taxpayers of the President's tax
proposals are shown in the following tables:

Adjusted
gross
income

3 5,000

7,000
10,000
15,000
20,000
25,000
30,000
40,000

50,000

Tax Liabilities for Sinjle Person with Itemlzed
Deductions of 16 Percent of Adjusted Gross Income

g

Tax Liabilities for Family with 2 Dependents,
Filing Joint with Itemized Deductions of

16 Percent of Adjusted Gross Income

(If standard deduction exceeds itemized
deduction, family uses standard deduction.)

Tax Liability
: 1975 : Proposed
law : 1976 law

1972--74
law

98
ho2
886

1,732
2,710
3,820
5,084
8,114
11,650

0
186
709
19632>4% B
2,530 2;
3,700 3,
4,964 4,
7,994 7,
11 500 ondds

0
60
485
325
280
370
643
654
180

Reduction from

187

2-T4

law

93
342
401
407

& 1975

law

0
126
224
287
310
330

Office of the Secretary of the Treasury

Office of Tax Analysis

(If standard deduction exceeds itemlzed deductilon,
individual uses standard deduction.)

Adjusted
gross
income

» 5,000
7,000
10,000
15,005
20,000
25,000
30,000
40,000

50,000

1972-74 :

law

v 450
039
1,506
2,549
3,847
5,325
6,970
10,715
15,078

Tax Liability
1975

3 Loy
756
1,476
25559
PG
5,289
6,940
10,5805
15,043

: Proposecd
: 1976 law

o4l
¥, 221
2,307
3,553
51, D5
6,655
10,375
14,725

197274

%

Office of Tax Analysis

Reduction from

law

133
246
279
232
294
310
315
340
353

1975
law

Office of the Secretary of the Treasury
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FULLER DESCRIFTION OB EHOPOJED TAX CUES III. BACKGROUND ON FEDERAL SPENDING
A. Individusl Tax Cuts A. Unless action is taken to restrain federal outlays in FY

1977, spending can be expected to increase by around $53
ooy i ot gt e R piation In o Sungle yoar' " Buaget ouelays are Sporoaching
exemption credit provided by the 1975 Act. The changes to limit sogndg ¥ 191?: withQ?t 5Pe°1ii§ liglﬁ1222!ebiilzoﬁ
assure that withholding vill .nct Le increased and or more %h ng, o; ay: anI 1377 . 2¥?353 biilion ‘
that, in fact, there will be further tax reductions for ared TR foll e @a n elements of an increase
the great majority of taxpayers. As compared to 1974 law, ows:
the President's proposal would: (B1111ons)

-- Increase the personal exemption from $750 to $1,000. SN £ 619 ER40 pib A0 BEbLE Wt 1 4m a ssid 68

the size of the debt grows. If current

a5 ow
Replace the present minimum standard deduction (1 SHtWIl - atin ar Baintatcnd, Ve dn.

income allowance) of $1,300 and maximum standard

deduction of $2,000 by a single standard deductlgn in crease wiil' appréach & L' Llvs Rollulq wikt. 9
a flat amount of $1,800 for a single taxpayer an

$2,500 for a marr:e& couple (31,2%0 for married person Civilian and military salaries increase

filing separately). This compares with the average automatically unless the President and

standard deduction claimed in 1974 of $1,625 by married gonfgesgdagree on an alternative plan. 2
couples and $1,400 by single persons. (The 1975 Act owld® add- more thah E4J oINS Jua'vius Jens

made temporary changes in the standard deduction, which

are described in Annex D.) Retirement benefits for retired federal

military and civilian personnel also rise
-- Provide rate reductions as shown in the tax rate automatically with the cost-of-living . . +3

B e e s A L. Social security and railroad retirement

payments increase automatically based

8. Business Tax Cuts upon the cost-of-livirg index . . . . . . +12

FRTR VTR WOPEA ENRLRRAY. lledicare and Medicaid payments rise as

-- Reduce the maximum corporate tax rate from 48 percent COSLS infrease and the number of eligible

to 46 percent. : POSLDASNE TO UD » & v 4 & v f wmE s wlw w +5

; Public assistance, food stamps

~-- Continue the 1975 Act increase in the surtax exemption Public assis e, : g

(which determines the amount taxable at rates b:low ggggig;saggziiiia %gdtﬂil?giiulae i

of taxable income.

L T Sl TPOm BB BV, O in law or in existing contracts . . . . . +2
-- Continue the 1975 Act reduction in the rate cn the

first $25,000 of taxable income from 22 percent to 20 Major conftruction of wastewater treat-

percent (the second $25,000 of taxable income will be ment plants now underway will add nearly . +2

taxable at a 22 percent rate, with the balance of

income taxed at a 46 percent rate). Essentlal procurement and research and

development of military hardware and

intenance of necessary military
-- Make permanent the 1975 Act increase in the investment ma
credis from 7 percent (4 percent in the case of public facillties will add ovVer . = . s+ = « 4 & = +3

utilities) to 10 percent. Increases for energy research and develop-
nt and transportation programs and
- Enact a six-point program to provide tax relief to electric men
utilities ang to rzduge dependency on foreign energy | inclusion of Export-Import Bank in budget. +4

sources (see Annex C for full description). Other likely net changes including effect
more : of Congressional 1naction on budget reduc-
tion proposals heretofore proposed by the
President and the effect of probable
Congressional initiatives . . . . . . . . +7

TOTAL "¢ W v s . 53
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B. Decisions have not yet been made on which programs will
be restrairied or curtailed.

~- Specific decisions will be made in the budget
review process leading up to the President's
January Budget Message to Congress.

-~ All departments and agencies will be called upon
to moderate program growth, expenditures, and
Federal personnel levels. .

C. The President has called upon Congress to joln with
him in making the tax reductions possible by placirng a
limit of $395 billion on FY 1977 expenditures now.

-~ A $395 billion ceiling is $25 billion above the
currently estimated spending level this fiscal
year and $28 billion below the level now pro-
Jected for FY 1977.

D. Based upon current estimates that FY 1976 spending
may approach $370 billion, the FY 1976 budget deficit
would be about $70 billion. With the President’'s
proposals, the FY 1977 deficit 1is estimated in the
rane of $40-44 billion.

ANNEX A

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

Taxable income : Present rates :Proposed rates

bracket : (percent) : (percent)
$ 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 66
160,000 180,000 68 68
180,000 200,000 69 69
200,000 - 70 70

Office of the Secretary of the Treasury

Office of Tax Analysis

1/ While two rates are increased in the higher brackets,

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.

October 6,

1975



Tax Rate Schedule for President's

ANNEX A

October 6, 1975 Tax Reduction Proposals
(Single Taxpayers)

Taxable 1ncome

Present rates :Proposed rates

bracket (percent) : (percent)
$ 0 $ 500 14 12
500 1,000 15 13
1,000 1,500 le6 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 69
100,000 - 70 70
Office of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis

ANNEX B

¥
i
|
SIX-POINT UTILITIES PACKAGE

i
i

§

-- 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
ro 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 petroleum. This amortization is in lieu of normal



depreciation and the investment credit, and is available
only if (i) its benefits are ''normalized" 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
stock by electing to take additional common stock of the
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

MAJOR 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 through 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, $1,600 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 - 175 -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

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 of tax cuts necessary to annualize

the 1975 Act withholding tax reductions over a 1l2-month period

would be approximately $12 billion.

ANNEX D

‘Maximum Ievels of Tax-Free Incame for 1275
Under the President's Tax Reduction Proposal

(rounded to nearest $10)

1976

1975

Poverty incame levels 2/

1976

1975

Maximm tax-free 1ncame 1/

Filing status

2,970
3,840
4,570
5,850
6,900
7,770
2,740

2,790
3,610
4,300
5,500
6,490
7,300
2,580

2,800
4,500
5,500
6,500
7,500
8,500
3,800

2,560
3,830
4,790
5,760
6,720
7,670
3,310

no dependents
1 dependent

2 dependents
3 dependents
4 dependents
no dependents

Married, joint retumn

Single, owver 65

Single
no dependents

Married, joint return

"~ both over 65

6,500 3,260 3,460

5,330

no dependents

Octaber 6, 1975

Office of Tax Analysis

Y

Office of the Secretary of the Treasury

For taxpayers not eligible for the earned incame credit.

for 1975, 161.2; for 1976, 171.5.

ying Consurer Price Index assumption

2/ Underl:



10.

11'

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 Deductions 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)

Proposed

Percentage

reduction in
tax liability 1/

Percentage

distribution of
tax reduction 1/ :

Tax
reduction

Yy

1976 tax
liabilit

1972-74 law

Tax liability
based on

Adjusted gross
income class

61.2

5.9

1.2

0.8

2.0

$5,000

0 -

35.3

9.1 5.0 24,0

14.1

10,000

$5,000 -

23.8

26.6

3.5

17.6

23‘1

15,000

10,000 -

17.7

20,2

4.2

19.5

23,7

20,000

15,000 -

11.8

16.0

3.3

24,7

28.0

30, 000

20,000 -

1,0 5.0 6.1

15.9

16.9

50,000

30,000 -

0.4 1.8 3.2

12,1 11,7

50,000 - 100,000

100,000 +

16.0

100

20.7

108,7

129.4

Total

October 8, 1975

Office of the Secretary of the Treasury

Office of Tax Analysis

y figures.

1/ Based on unrounded liabilit

Detail may not add to totals due to rounding.

Note:



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)

: Canponents H
Adjusted Gross : $1,000 : Standard Deduction Change : Rate Reduction : Total
Inoame 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 October 7, 1975

Office of Tax Analysis

Note: Detail may not add to totals due to rounding.
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Table 4

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

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

C ..., billions of dollars...... ) fececnnaas eeeePEYCENt..ccesescass)
$ 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 ‘ 21.9 19.5 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 __9;1 _9;2_. 0.7
TOTAL 120.6 108.7 11.8 100.0 ‘9.1
Office of the Secretary of the Treasury v Octaber 6, 1975

Office of Tax Analysis

1/ Includes effect of changes in the stamdard deduction, the $30 exemption credit; the hame purchase credit, and
T  the nonrefundable portion of the earned incame credit. The refundable portion of the earned incame 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

Income Distribution of the Camponents of the Tax Reduction Act of 1975
at 1975 lLevels of Incame as Compared to 1972-74 Law

(millions of dollars)

: Tax Reductions : : Refundable : Tax

Adjusted Gross : Standard : : Earmed : Home : Total : Portion of :Reduction
Incame : Deduction : : Incame : Purchase : Tax : Earmed 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 ‘ ' October 7, 1975

Office of Tax Analysis

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




Table 6 Table 7

Tax Liabilities for Family with No Dependents, Tax Liabilities for Famil ith 1
LS . [ . L] L3 D
Filing Jointly w1th.Itemlzed Deductions of Filing Jointly with Itemigengeduct?%;gdggt'
16 Percent of Adjusted Gross Income 1/ 16 Percent of Adjusted Gross Income 1/
. . froposed : : Proposed
Adjusted : Tax Liability : Reduction from Adjusted . : Tax Liability : Reduction from
_gross : 1972-74 : 1975 : Proposed : 1972-74 : 1975 gross : 1972-74 : 1975 : Proposed : 1972-74 : 1975
incame : law : law 2/: 1976 law : law 3 law 2/ incame 3 law : law 2/: 1976 law : law 2o law 2/
$ 5,000 $ 322 $ 170 $ 60 $ 262 $ 110 . $ 5,000 $ 207 $ 73 0 $ 207 $ 73
7,000 658 492 335 323 157 7,000 526 386 190 336 196
. #
10,000 1,171 1,054 800 371 254 10,000 1,028 938 640 388 298
15,000 2,062 2,002 1,750 312 252 15,000 1,897 1,807 1,535 362 272
20,000 3,085 3,025 2,780 305 245 ‘ 20,000 2,897 2,807 2,530 367 277
25,000 4,240 4,180 3,950 290 230 25,000 4,030 3,940 3,660 370 280
30,000 5,564 5,504 5,328 236 176 30,000 5,324 5,234 4,988 336 246
40,000 8,702 8,642 8,444 258 198 40,000 8,406 8,316 8,054 352 262
50,000 12,380 12,320 12,080 300 240 50,000 12,028 11,938 11,630 398 308
Office of the Secretary of the Treasury October 6, 1975 Office of the Secretary of the Treasury October 6, 1975
Office of Tax Analysis Office of Tax Analysis
1/ If standard deduction exceeds itemized deduction, family uses 1/ If standard deduction exceeds itemized deduction, family uses
standard deduction. ~  standard deduction.
2/ Assumes that taxpayer is not eligible for the Home Purchase 2/ Assumes that taxpayer is not eligible for the Home Purchase
Credit. _ 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
carnad income of $7,000 would have tax liabilities of $286.




Table 8

Tax Liabilities for Family with 2 Dependents,
Filing Joint Return with Itemized Deductions of

16 Percent of Adjusted Gross Income 1/

Adjusted ' Tax Liability f Pro?osed
gross : 1972-74 : 1975 : Proposed : 1972-74 : 1975
incame : law : law 2/: 1976 law : law : law 2/

$ 5,000 $98 $0 $0 $98 $0
7,000 402 186 60 342 126
10,000 886 709 485 401 224
15,000 1,732 1,612 1,325 407 387
20,000 2,710 2,590 2,280 430 310
25,000 3,820 3,700 3,370 450 330
30,000 5,084 4,964 4,648 436 316
40,000 8,114 7,994 7,664 450 330
50,000 11,690 11,570 11,180 510 390

Office of the Secretary of the Treasury

1/

Office of Tax Analysis

October 6, 1975

If standard deduction exceeds itemized deduction, family uses

standard 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
$300 in direct payments from the Government. 3
income of $7,000 would have a tax liability of $86.

Taxpayers with

Table 9

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

16 Percent of Adjusted Gross Income 1/

Adjusted : Tax Liability : _Ragigggfﬁgdm
gross : 1972-74 1975 : Proposed : 1972-74 : 1975
incamne : law : law 2/: 1976 law : law : law 2/

$ 5,000 $ O s O § O $ 0 s 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

Office of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis

1/

If standard deduction exceeds itemized deduction, family uses
standard 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, 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 : Tax Liability T Propo§edh fr
gross : 1972-74 : 1975 : Proposed : 1972-74
incame : 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 3,553 294 264L
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
50,000 15,078 15,048 14,725 353 323
Office of the Secretary‘of the Treasury October 6, 1975

Office of Tax Analysis

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

-2/ éssgmes that taxpayer is not eligible for the Home Purchase
redit.

Table 11

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
Act of 1975

President's Tax: hange
Cut Proposal : C g

(-.oo.ooo.'.-nooos billions.-u.o.o.o.-.ooooo..)

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

Increase the rate of
the investment tax
credit to 10%

2 percentage point
reduction in the
corporate surtax

Utilities tax relief
previously proposed

WIN credit

TOTAL

-4.8

-3.3 --

Office of the Secretary of the Treasury October 6, 1975

Office of Tax Analysis

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

Note: Detailimay notadd to totals due to rounding.

* T.ess than $50 million.




QUESTIONS AND ANSWERS
ON

PERSONAL & CORPORATE TAX CUTS




Question -

Answer -

Question -

Answer -

PERSONAL TAX CUTS

STANDARD DEDUCTION

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

Both groups of taxpavers will benefit by the
increase in the amount of personal exemption

and the general lowering of tax rates. 1In
addition, those households claiming the standard
deduction will be allowed an increased deduction
in most cases. There are also some itemizers
who will benefit by the increase in the size of
the standard deduction if their itemized
deductions are greater than the standard
deduction under the o0ld law but less than

the standard deduction under the current
proposal.

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?

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 -

expec?ed 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.

WITHHOLDING

Question - Why would withholding rates rise on

Answer

Question

Answer

Question

Answer

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
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.




DOES ANYONE PAY MORE TAXES TAX-EXEMPT INCOME LEVELS

Question - The President's proposal increases some Question - For families of diffe;ent‘siges,.what are the
marginal tax rates. Does this mean that some levels of'tax-exempt?lncome implied by the
families will have a tax increase? President's proposal?

Answer - The marginal tax rate changes interact with Answer - Type of taxpayer Pr0pozeg Maximgm T%x-free
the other features of the package--the increased Earne Nnc°§§, ?glvaﬁ r
personal exemption and standard deduction--so payerz Iot 1%1 d?t (o]
that all taxpayers will have their tax liabilities Ea;ne 4 gcome re lt $100
decreased in comparison with the 1974 law and (Rounded to neares
practically every taxpayer will have his tax .
liability reduced in comparison with 1975 law. Single, no dependents $2,800
Married, joint return
No dependents $4,500
1 dependent $5, 500
2 dependents $6, 500
3 dependents $7,500
4 dependents $8,500
Single over 65 $3,800
SIMPLIFICATION no dependents
Married, joint returns,
Question - Will this proposal simplify tax returns? a§0t§ ovér 65 $6, 500

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,

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

v A - Exempt Level of Income
while under this proposal, only 24 million nswer p
will have to itemize. 1974 1975 1976
Second, the standard deduction and personal Single $2,050 $2,560 $2,800

exemptions are much simpler than under 1975
law. This will also help make the withholding

Married Couple,
tables easier. P

no children 2,800 3,830 4,500

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

Married Couple,
two children 4,300 5,760 6,500




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

Question - The Tax Reduction Act of 1975 included a $50

Answer - No. Given the probable increases in the payment to all social security and suPp}emental
Consumer Price Index no families with incomes income security beneficiaries. Is a similar
below poverty levels will have any Federal provision being proposed for 1976?

income tax liability.

Question -

Answer -

Question -

Answer:

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.

EARNED INCOME CREDIT
Question - Since the $30 tax credit per taxpayer and

dependent in the 1975 Act was intended
Does the proposal include extension of the primarily to extend tax relief to taxpayers
10 percent earned income credit? who itemize deductions, how do the present

proposals continue that tax relief? -

No recommendation is made with respect to

the earned income credit. This is an item Answer - Itemizers will.benefit from the higher Qersgnal

the Congress should consider when it reviews exemption. Raising thg pgrsonal exemption is

outlay programs in light of these tax pro- an alternative to continuing the $30 tax

posals. credit. Itemizers will also benefit by rate
reductions.

What would be the level of tax-free earned

income for taxpayers eligible for the earned uestion - Will the additional personal exemptions for
income credit, assuming that the earned income taxpayers who are over 63 OE who are blind
credit is retained in its current form? also be increased to $1,000?
Married, joint return. Answer - Yes.
% gependent $6,625

d
3 d:gzgdzggz g;:%g% Question - Does the proposal help married people more than
4 dependents $8,500 single?
5 dependents $9,500

Answer - The proposed single rate schedule follows the
pattern adopted by Congress in 1969 which insures
that no single taxpayer 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.)




Question

Answer

Qeustion

Answer

Why are some personal income tax bracket rates
increased?

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.

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

No.

CORPORATE TAX CUTS

CORPORATE TAX RELIEF

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.

Background

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+ L6+
+Normal rate = 22 +HNormal rate = 22
Surtax rate = 26 Surtax rate = 24

48 46




Question -

Answer -

Ouestion -

Answer -’

Question -

Answer -

Question -

Answer -

INVESTMENT TAX CRFEDIT

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 1976?

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.

Question -

Answer -

Question -

Answer -

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, 1975?

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 0il?

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.

How would these proposals affect the reduced
limitations on investment tax credit for
public utilities which were in the Reduction
Act of 1975?

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 FXEMPTION

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.

Ouestion -

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.

U, S. GOVERNMENT PRINTING OFFICE : 1975 O - 594-668
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FROM: Jennifer Morgan (for JIM CANNON)

Attached for your review are the Q's & A's for the
President's speech of October 6, 1975 to accompany
Mr. Cannon's memo and the material previously
distributed at the Domestic Council staff meeting
on Wednesday, October 15, 1975.
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QUESTIONS & ANSWERS

e}




WHEN

Your speech doesn't indicate when Congress is expected
to put into ‘effect the full tax cut or when or how
Congress 1s 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.

B
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TOO SHOR'T 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.




el

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 recognize 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.




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 $3385 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.




" must take steps to moderate the growth in expenditures
many other programs.

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.
Our 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:x
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 out
trheir usefulness in all departments and agencies. We al

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

-
Lib,
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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 ceiling so early? After
all, you are asking Congress to determine what kinds of
expenditures and deficit are right for the econom] 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 1in

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, 1915

1976 Budget Outlays
Changes Since May 30
(In billions)

May 30 BIUBWIIE., . . v oiwn WS o et b o S by B s g B

Congressional action and inaction:
Appropriations action:
Continuing resolution (Job Oppor-
tunities program, older Americans,
EEGET o x v w b w0 B e (e ) R i 5
Education (overturn of veto)......... .4
Other appropriation action completed. -5
Possible further appropriation action -1.5 to 0
Continuing inaction on pending reduc- ‘
Tiom DEODOBSEALS . csrevsssassssinnnsssnehsdns 2+8-£0 5.5

Overturn of rescissions and deferrals.... -5
Other completed actionsS. cc..cceeeonasesnns <3
Possible further Congressional action.... 0 to 8.2

Total Congressional action and
IRSEEIDG s rirsvitansisnlieg smesnsne D

Wi
rr
9]

foet
o
to

Other changes:
Bnénploynent assistanl.wsvsvoniivesunnsns 2 T 3.5
Interest on the public debt....ssussevxes 758 0 1.75
Materans G bill DopeliES.cvivsmveissnsnnws  D.5 TO  T5
Medicare and Medicaid. . csisciiscasassssman S
Barned incoms CErEAilb, c ceassnnamas voxspess }
Removal of energy equalization payments

. (energy program affects receipts and

outlays in approximately egual amounts). -5.8
Other......cciviiernierererrrrereennonnns .4 to .8
TOLBL ccsvrscsvnmernnsvssssnssnnnssvadbd A O ITR.EB

_Mid—point of ranges is approximately......., 370




Ccztober 6, 1975

Budget Cutlays
1977 Compared with 1976
(In billions)

1976 iS77 Diff.
Pay increases: %
CivilYen 208NCIOE i oo ele else sedh b e de s o s 2 2
LSSt L e e S L e e s e o - 4 4
Total, ~ v in ot s § e 6 6
Under present law, salaries for Federal civilian perconrnel are mads
comparable with salaries of sinilar employezs in the private sector
unless the President proposes an alternative plan arnd the Congress
does not ov rt n the plan. HMilitary personnel salaries are adjusted
in éirect relationship to civilian salaries. In October, 1976 classi-
fied salaries wlll rise an estimated -11.5% unliess an alternative plan
is proposed. This increase includss a catchup ¢f 3.656% reprssenting
the difference from comparability appliad in October 1975. )
Pedgral retirement benefits:
FAYIEATY FOLITOES o vivn svsins oo s smd sl saies 7-1/¢ 8-1/2
CEivilian TebRTRES 5w sniaies bun s ot s osiswte €=1/2 310-1/2
Potal . .icsavsrnasecasonve 15-3/4 1° 3

" Retirement payment increases are bassd on increases in the consunmer
price index. (Retirement benefits riss if the CPI rises 3% over the
last base period and the rise is sustainad for threz months. The
increase also includes a 1% "kicker.") Estimates assume increases
will occur about as follows: !

ADELL 1976 e s cnmemestsridionssns o B2 /0%
FANUATY LOUT i on vesmnmmens s G=3/4%

Social security and railroad retirenient:

Social security benefits ....ccesvecescocennn 73-1/2 85-1/2
Railroad retirement benefits ...ecvecceonncnn 3-i/2 3-1/2
St 1 I LU S S 737 &9 12

: .ot . These beneflts are ngo dlrcctly to CP anrcacc
% e Rl "hhﬁhé Eirel duartﬂr of thel
c;i:n??. V?ur.

The rfollowing increas:s




July 38978 ... ... B T8 e g o R S PR A =
AR s T R e s e
1976 1977 DILEE
Megicave and Yeiizais:
¥adieare i o R b e e N R s RS, S 17-3/2 21-1/2
PRSI CECNE. St o o m e Srm s Bhrey < L] 5 o e e e o B i 1/2 9
Total Lot emeenesnsEs 23 30-1/2 5
#2alth costs are sxpecsted to continue to rise faster than the CPI.
For %The Mzdizaras srogrem, At ds asscosd that ooshlitsl costs will riss
13- icizns' reixzbursement costs will »riss 10.8%. Partici-
pati 3 Sicare program is expected to incrzass from 2£4.2 mil-
iion persons t0 .25.9 million, In the Hedicald progran, participation
is expscted to g0 Zrom 25.6 million to 25.1 miilicn.

COR) MiIner LoMETIEa f i s eies s e s e s w8 i.c 1.0
Public assistance {cash DaEyments) cececaave-s 5.3 5.8
FOCRINE SaVSENERl s e e e e s e e s 2.3 3.X
ESTIDG L v b e e e e B o S e e £.8 5.9 5
5.1 S,

SSCUTIEY T BRETNE o v e sisls v i arwisies

20-1/2 22-1/2 2

TOEAL fishe 5 s orst i B e a0%

The food sta=p procram is tied to the C2I. Increzses of arcund 4% ars
_ expected in Januaxy 1976 and again in SJuly 1976. Increases of around

3% are expscted in January and July, 1277. Ths SSI orogram is tied s

the CPI on th2 sams schedule as social security (sse above). '

L22)

37-i/2 #46-1/2

W

Ak ﬁons*ruﬂt‘on Y R = 3 e 4

ran, contracts for about $7 biilion have been

awarded. The rcmaining $11 billion has been made available for
future construction contracts.
cz2Zanss

s Py B s by iy R 5 T Ay e e A B
sl s anee of hasSan. dick S bl e RS T S B




1378 19717 DIfE.
EPDA, transcortation and Export-Imgort Bank
Ensrgy research and development ........c..-«- 4 S +1
Transportation prcograms (DOT) -- largaly
mass transit ard DIghways -isssscsscrswassss 321 /2 13=1/2 ' +L
”xport-Iﬁoort Bank -- By law, the Export-
Import Bank has been included in the
brdgst toua*s after having bsen off budget
£OF SOVELEL YBRLSE . uvsv» v iims s emmkspies e e - 1-3/4 +1-2
v =0 - 3 G R 16-1/2 - 20-1/<  3-3;
Other net changes:

: " Includas the effect of a2 large number of net charnges. Increases are
relatively small but affect a very larc¢e number of agencies and prograrms.
Decreaszs include an expected drop of more than a billion in programs

affected b/ the unemployment rate since the zate is exdected to dxop.

The figures include nearly $1 billion for e:xpec in
reductions progosed by the President not affecting programs listed
2¢ for Coangressional

action on busgat

. X above. Over $2 billion in increases is includ
initiatives like the need- to cover ths possiblz overturn of the veto
of Child Nutrition Act now threatened. 2also included are add-ons
that have already occurred like the half a billicn incrcase for
education progr*ﬂs resulting from the overturn of the wveto of tha
£ducation appropriation. . TR R A S e
.- RIS > - . ' S S
.
: i
o




DEFICIT LEVELS

Does the Administration accept as a fact that the 1976 defici-
will be $70 billion?

We do not. With restraint by Congress, the deficit could
still be below $65 billion. ;

‘A o - - ™ P o 3 A
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EXPENDITURE LEVEL COMPARISON

How does the $370 billion expenditure level compare with ths
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.
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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 1t should be provided. It will not be possible
to determine the expenditure effect until I make a decisicn
on the appropriation request.




DEFENSIE EXPENDITURES

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

At least $8 killion 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.
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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:s
were previously assumed as one of the ways additional taxes
received as a result of my energy program would be distributs=
The deficit estimates assume that any new taxes for energy
purposes would be redistributed in their entirety.




EIA FUNDING

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

The EIA - -proposal assumes that the Treasury borrowing of ths
authority ‘'would affect the budget in the conventional mann=s=x.
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 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.
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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

e e e o e e o




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
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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.
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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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11.

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. :

o e SRS RPN 50




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.





