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| August 4, 1993
TITLE I: AGRICULTURE AND RELATED

% Year Savings Achieved: $3.0 billion

Savings Achieved

Q Eliminates GATT Trlgger authority that allows for lower Acreage Reduction Program
{ARP}, thereby incressing acres on which no payments are made,

0 Reduces Market Promotion Program (MPP) to $110 million per year.

0 Reduces "PAY/92" program to "PAY/85". Producers who do not plant would receive
deficiency payments on 85 percent, rather than 92 percent, of their acreage.

o Increases assessments by 10 percent on sugar and peanut pregrams. . Charges fee on
tobacoco imports, and requires 75 percent domestic content for U.S. produced
cigarettes. Decreases dairy assessments by 11 percent after 1995.

o Reduces price support for butter, increases price support for dry ‘milk. Reduces
dairy assessment beginning FY 1996.

o Prohibits parketing of milk from cows using BST for %0 days following FDA approval.
Cuts assessments on milk marketings by 10 percent during 1998,

o Lowers payment gradually to $50,000 for honey, wool and mohair programs. Lowers
- price support payments for these crops gradually through FY 1998,

. Reduces loan rate for sovbeans and minor oilseeds, elinminates oilseed assessments.
5 Mandates slightly and gradually lower cotton ARP through FY 1997.

o Reforms Crop Insurance by improviﬁq actuarial soundness through requiring overall
loss ratic of no greater than 1.1 by FY 1996. Expands area yield pilot progran.

o Caps Conservation Reserve Program sign-ﬁps at 38 million acres, extends sign-up
period for Wetlands Reserve Program through FY 1997,



o
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Extends only those provislon of the 1990 Parm Bill needed to score
required by Reconciliation.

Increases Forest Service recreation fess,

the savings



TITLE II: ARMED SERVICES

S Year Savings Achieved: £2,4 billion
Savinas Achieved

O

Delays the 1994 COLA for uniformed services retirees in DOD, Coast Guard, National
Oceanic and Atmospheric Administration, and Public ﬁa&lth Service by thraa montha,
from January to April.

Delays‘the COLA payments by hine months for 1995 through 19%8.

Exempts survivors and disabled retirees from the COLA delays.



TITLE III: BANKING &Nﬁ HOUSING

% Year Savings Achieved: $3.1 billion

Achieved

Authorizes HUD to use IRS data to verify the income of families that live in assisted
housing. Savings result from more accurate reporting of income since housing
subsidies vary inversely with income levels.

Approves the use of real estate mortgage insurance conduits by the Government

National Mortgage Association. 8Savings are due to the additional guarantee fees GNMA
collects from each REMIC.

Accelerates the rate at which the Federal Housing Administration’s Mutual Mortgage
Insurance Fund earns a cne-time upfront fee from honebuyers. ‘

Requirves the transfer of earnings from the ¥Federal Reserve’s surplus reserves to the
Treasury in 1937 and 1988.

Grants national depositor preference to the Federal Deposit Insurance Corporation,
the Resolution Trust Corporation and all uninsured depositors. This preference gives
them first claim to the assets of a falled depository institution.



et T

TITLE IV: STﬁDENT LOANS AND ERISA

5 Year Savings Achieved: $4.8 billion
savings Achieved

o

Make aiqnifiwant"chanqea in the guaranteed student loan program:

———

Creates & new Direct Loan Program, and over time shifts loan volume out of
guaranteed student lcans and into direct loans. ¥Provides that direct loans will
constitute 60 percent of the total loan volume unless demand warrants a higher
percentage. ’

Makes substantial cost saving from the guaranteed loan portidh 6f the program.
Imposes a fee on Sallie Mae based on loan heldings, reduces return to lenders on
new volume, and reduces income to guaranty agencies. :

Reduces costs of loan to students and provides & group of flexible repayment
options, including income~contingent repayment, to all borrowers.

To encourage States to ensure that post-secondary institutions provide quality
educations, charges an anmual fee based on the dellar amount of defaults by borrowers
who attended schools within the State that is in excess of 20 percent. States may
pass the cost on to schools. '



TITLE V: TRANSPORTATION AND PUBLIC WORKS

5 Year Savings Achieved: $0.0% billion

] Permits the Army Corps of Engineers to collect fees for the use of recreational
facilities it administers.

ih



TITLE VI: COMMUNICATIONS LICENSING AND SPECTRUM ALLOCATION

5 Year Savings Achieved: $310.2 billion

av S

o Authorizes auctions for assignment of FCC licenses for usé of the radio.spectrun.
Spectrum licenses are treated the same as licenses for offshore drilling, grazing on
federal land, and harvesting timber from national forests.

o Budget Committees are scoring $10,2 billion in savings for the spectrum provisions.

o] Institutes new user fee program for FCC.



TITLE VII: NUCLEAR REGULATORY COMMISSION

5 Yedr‘Savinga Achieved: $1.2 hillion

Savings Achieved - .

o Amends the Omnibus Budget Reconciliation Act of 1890 to extend to the end of FY98 the
existing requirement that the NRC recover 100% of its costs through user fees. 'This
requirenent to recover 100% of NRC costs currently expires at the end of FY9S.
Without this amendment, NRC would only recover 33% of its costs through user fees.

© The NRC fee extension increases receipts by $1.16 billion in FY96 through FY9s.
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TITLE VIII; PATENT AND TRADEMARK OFFICE

1 YaaxAS&vinga Achieved: $0.3 billion

o This proposal extends patent fee surcharges created by Omnibus Budget Reconciliation
Act of 19%0 {(OBRA} that would otherwise expire at the end of 1998, fThis proposal
does not increase patent fees beyond levels anticipated under current law.

o The savings begin in 1996, at slightly over $100 millicn per year through 1998.

an
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TITLE IX: MERCHANT MARINE
5 Year Savings Achieved: $0.2 billion

8 jeve

o Extends the tonnage duty fees included in the Omnibus Budget Reconciliation Act of
1890 {OBRA} that would otherwise expire at the end of 1995. This proposal does not
increase fees beyond the levels contained in OBRA. Savings begin in 1996, at over $65

million annually. The fees are paid by all ships entering U.5. ports after calling on
foreign ports.



TITLE X: NATURAL RESOURCES
5 Year Savings Achieved: $0.7 billion

Savings Achjeved

o Permanently recovers 50 percent of Administrative costs for Federal nmineral leasing
programs prior to the sharing of receipts with States.

o Institutes a hard rock mining claim maintenance fee in lieu of the current assessment
work regquirement and a fae for new mininq claims for FY 1994 to FY 1998,

o Expands the authority for the collectlon of certain recreation fees' ~user fees, and
commercial tours on Federal lands. Authorizes non-Federal Golden Eagle Passport
sales and allows non-Federal sellers to retain 8 percent of the receipts. Agencies
are allowed to keep up te 15 percent of fees to cover all direct cogts of collection.



'.August 4, 1993
TITLE XI: CIVIL SERVICE AND POST OFFICE

5 Year Savings Achieved: $10.7 billion

Savings Achieved

o

Delays COLAs for civilian retirees by 3 months durlng FY 1994 - 1996. (Includes
Civil Service, Foreign Service and CIA) . '

Permanently eliminates the "lump sum" retirement optlon except for the crltically
ill, beginning October 1, 1994.

Requires the U.S. Postal Service to make payments, over three years, to the Civil
Service Retirement and Disability Fund and the Federal Employees Health Benefits Fund
to satisfy past Postal pension and health care liabilities. The payments are $347
million each year for FY 1996~1998, totalling $1.041 billion.

Applies medicare limits for charges physicians and other providers may make to
Federal Employees Health Benefits enrollees age 65 and over who are not Medicare
eligible.

Extends the current formula that determines the government’s share of premjiums under
the Federal Employees Health Benefits Program for 5 years, w1th a modification to
reduce government costs slightly in 1997-1998.



5 Year Savings Achieved: §2.6 billion.

TITLE XII: VETERANS AFFAIRS

s

Savings Achieved

o Makes permanent five pra?iéiwﬁs in current law that allow va to:

Collect from veterans health insurers the costs of medical care provided by VA to
veterans with military-related disabilities for the treatment of non-militayry
related conditions,

Collect copayments for inpatient and outpatient care not related to military
disabilities.

Use Internal Revenue Service and Social Security Administration data to verify
veterans? incomes in the income~tested pension and nedical care programs.

Limit pension payments to $90 per month for veterans living in Xadicaid nursing
homes.

Allow VA to include the costs of expected losses on the resale of foreclosed
property in the formula that determines whether it is more cost-effective to
acquire the property and sell it or pay the guarantes to the lender.

Increases fees chaxéed for most VA home loans by .75 percent.

Increases to 3 percent the fee for the second or subseguent use of the home Joan
benefit when there is less than a 5 percent downpayment.

O » Bliminates the 1954 Montgomery GI Bill COLA and reduces the 1995 COLA to 50 percent

of what would otherwise be provided.

Rounds down to the nearest dollar 1994 monthly benefit levels in compensation and
. "New Law® DIC and sets "0ld Law®” DIC COLA egual to 50 percent of the "New Law"
increase.

. .o v Cr L TN AN



o improve States® abilities to enforce medical support for children and recover other
types of third-party payments;

0 enable States to adopt prescription drug formularies;

o assure that disproportionate gshare hospital paymente to public hospitals are tied
- o costs: and

o vorrect an error that would have mandated coverage of personal care services in all
States, thus allowing States to retain personal care as an optional benefit,

o In addition, tha'agreement increases Medicaid spending in‘aaveral areas, e.qg.?
Q increased limit on Medicaid payments for Puerto Rico and other territories, and
o optional coverage of TB-related services under Medicaid.

Immunizations ’ L

o3 Regquires the Secretary sf HHES to negotiate with vacoine manufacturers for the purchase

and delivery of vaccine to States to immunize eligible children. Federally purchased

vaccine would be provided free to eligible. children, defined as: Medicaid eligible
children, uninsured children, Native American children, and children uninsured for -
imsmunizations at Federally Qualified Health Centers or rural health clinics., Bach State
would establish a vaccine distribution program (which could be operated through Medicaid
or through State Health Departments) to provide eligible children with free vaccine.

Pther Prograng

L]

Increases th& earned income tax credit for working families with,children Creates a new
credit for low income childless workers.

Extends ewpiring Trade Adjustuwent Assistance program for three years to provide training
and income support to workers who lose their jobs because of increased imports.

Improves child support enforcement by streamlining paternity eatablishmant procedures
and strengthening medical support enforcement.

Sets Federal funding match rates for State administrative costs of the AFDC program at



a uniform 50%.

Charges States fees for the cost of adninistering thelir State supplemental SEI payments.

increases food stamps benefits, especially for families with high snaitar aasts and fax
parents paying child support.

zﬁéladgﬁ approximately $1 billion over § years for a new family support and preservation
program to provide low~income parents with the skills to help raise their children and
services to prevent the need for foster care placements.

Reforms U.S5. customs inspector overtime laws. Opportunitias for abuse under the current
system will be eliminated and inspectors will receive compensation more in line with
other Federal employees, while still providing compensation for the uncertainty of their
work hours.

Permanently extends customs service merchandise and passenger processing fees,

Funds 9 empowerment zones and 100 enterprise communities. The bill contains $2.5 billion
in tax incentives, wmost prominently wage tax credits for businesses who hire zone
residﬁnts, and $1 billien in Title XX grants. The zones and communities could spend
grant funds for activities such as drug prevention, community development, job training,
transportation services, low~income housing, and education, '
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] ‘ ’ August 4, 1993
TITLE XIV: BUE}GET PROCESS

Adopted:
o Retains the current caps on total discretionary BA and cutlays for 1994 and 1895 and

extends the vaps through 1%%8 at the budget resclution levels, The current rules for
adjusting the caps are also extended through 19%8 with some modifications.

4] Extends the pay-as-you~go {PAYGO} requirement for &iréaﬁ~§ganding and receipts
through 1998. Exlisting PAYCO balances are eliminated., PAYGO savings enacted in the
Reconciliation Bill will not be available as offsets to future PAYGO increases in the
deficit. ’

o Continues the existing maximum deficit amounts through 1895.

o Conforms the Congressional Budget Act of 1974 to the BEA extensions.

dopte t ASSU H

=] Creation of Daficit Reduction Trust Fund, which would be appropriated the savings
achieved in the Reconciliation Bill and be used to redeem maturing public debt.

¢ Establishment of an entitlement review process, which would reguire the President to
propose entitlement savings in the event that entitlement spending {adjusted for
changes in beneficiaries) increased above the post~reconciliation levels,
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Title XUI; Revenues, Health Care, Human
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RECONCILIATION ACTIUN BY TITLE ' " 080993
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" EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGEY
WASHINGTON, D'.c' Forn

THE DIRELTON

AlG 8 1393

MEMORARDUM FOR THE PRESIDENT

SUBJECT: Enreplled Bill H.R. 2264 - Omnibus Budget
Reconciliation Act of 1993
Sponsor - Rep. Sabo (D) Minnesota

L4

Approval of H.R. 2264 is recommended prior to approval of
H.R. 2687, the emergency supplemental appropriations act.
Signiny the measures in the recommended sequence ensures that
the new discretionary caps in H.R. 2264 are adjusted upwards by
-the amounte designated as emergency spending in H.R., 2667.

ERrpose
Provides for deficit reduction as reguired by the
congressional: budget ressolution.

Office of Management and Budget

Approval
Department of Agriculturs Approval
Department of Veterans Affairs Approval
Department of Commerce Approval (Informally)
Lepartsent of Education Approval (Informally)
Department of Energy Approval {Inforgally)
Department of the Interior Approval {Informally)
Department of Labor Approval {Informally)
Repartment of State Approval {(Informally}
Department of Transportation Approval (Informally)
Pepartment of the Treasury Approval (Informally}
Swall Business Adnministration Approval (Informally).

United States Postal Service

General Serviceg Administration

No ohijection
{Informally)

' No objection

{Informally}
Lefers (Informally)
No comment

(Informally) .
Approval assumed

Department of Defensa
Environmental Protection Agency

Other affected agencies

.
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Discussion
IR your August 3rd television address to the Nation, you
reportad that H.R. 2264 was consistent with the five principles

at the heart of your economic plan., This memorandusm describes
the highlights of the bill .in the context of your principles.

w

The conference raport on H.R. 2264 passed the House by a
vote of 218-216 and the Senate by 51~50. : L

H.R. 2264 ipplepents the budget resolution, which provided
for a total of $496 billion in deficit reduction over five
years under congressional scoring. $25% billion of the
raduction is achieved through spending reductions and $241
biliion through revenue increases. Of the spending cuts,
$102 billion are from discretionary spending (the bill extends
by 3 yearm, through FY 1998, the caps on such spending); $88
hillion are from mandatory spending; and about $66 hillion are
largely from reduced . interest payments and debt management
improvements.

The Executive ordersz you issued on August 4th provide for
a deficit reduction fund and an enforcement mechanism. The
fund will eneure that the savings achieved by this bill will
not be used for purposes other than deficit reduction. The

‘gnforcement mechanisn will regquire the setting of entitlement

spending targets. In the event that the targets are breached, .
or projected t¢ be breached, you must propose spending
reductions or revenue increases to meet them or explain why it
is not necessary to d¢ so. (The House amended its rules to
require a vote on any such proposal you meke.) In addition,
H.R. 2264 extends the "pay-as-you=-go® reguirement for tax
measures and mandatory spending through 1888,

The bill increases the public debt limit to $4.9 trillion,
a level that, according to the Treasury Department, should
accommodate necessary borrowing until sometime in the spring o
1985, X ‘

This O0ffice has not completed its scoring of the. bill, but
will do so within five days of enactment. All estimates in
this memorandunm reflect congressional scoring.

I1. Fairness

The Congressional Budget Office eatimates that 8¢ percent
of the tax burden of the leglslation falls on those with annual
incomes above $200,000,



H.R. 2264 creates a new 36 percent income tax bracket for
individuals with taxable incomes above $115,000 and couples
with taxable incomes above $140,000. (The current top bracket
is 31 percent.} The bill also levies an additional ten percent
surtax on individuals and couples with taxable incomes above
$250,000. The phaseout of personal exemptions and itemized
deductions for those with high incomes is also made permanent.
In addition, the taxable portion of Social Security payments is
increased from 50 percent to 85 percent for individuals with
incomes above $34,000 and couples with incomes above $44,000.

IIT. pProtection of Older Americans

H.R. 2264 reduces Medicare outlays by $55.8 billion over
five years. It cuts payments to health care providers, not
Medicare recipients. For example, it reduces Medicare hospital
payments by $21.15 billion by holding annual increases to less
than inflation. :

IV. Keeping Faith with Working Middle Class Families

H.R. 2264 does not raise income tax rates on working
families with taxable incomes of less than $140,000 per year.
The only tax increase for such families is the 4.3 cents per
gallon increase in the Federal tax on gasoline. For most
families earning less than $27,000, this increase will be
offset in whole or part by the earned income tax credit (EITC)
increase described below.

V. ‘Incentives for Growth
Business Incentives. H.R. 2264 cuts the capital gains tax

rate from a maximum of 28 percent to a maximum of 14 percent
for certain investments in small corporations. It also allows
small businesses to expense up to $17,500 of equipment
investments.

EITC. The bill expands the EITC by $20.8 billion over
five years. For the first time an EITC will be available to
childless workers between the ages of 25 and 65,

Empowerment Zones. H.R. 2264 allows the designation of up
to nine "empowerment zones" in distressed areas, which would be
eligible for a variety of tax incentives and grant funding. Up
to 95 more communities could be designated as "enterprise
communities® and receive some of the tax incentives and grant
funding., The bill makes $1 billion in grant funding available
in FY¥s 1994-1998.
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« H.R., 2264 provides $585 willicon for free
immunizations of children who are Medicaid beneficiaries, lack
health insurance coverage, are served by federally gualified
health centers or rural health centers, or are Native

‘Americuns.

3o} ; ation. The pill establishes an entitlement
pragram unﬁar vhiah States will receive grants to provide
family preservation and support services to children and
familieés. Funding is capped at $879 million over F¥s 1594-
1898, AR .

. EK.R, 2264 provides about $2.65 billion in
Food Stamp benefit increases and program improvements.

Btudent Josne, H.RE. 2264 creates a nev Federal direct
student loan program, By the fifth year, at least 60 percent
of student loan volume will be direct loans. In addition, the
bill reduces the cost of loans to students and provides
flexible repayment options, including income-contingent
repaynent. )

We join the Departments of Agriculture, Commercs,
Education,” Energy, the Interior, lLabor, State, Transportatioen,
the Treasury, and Veterans Affairs, and the Small Business
Administration in recommending approval of H.R. 2264. The
White House Office of Communicationz has advised us that it is
preparing a signing statement for your consideration.

{simned)

Loon E. Panetta
Director

Enclosures
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A Fair and Balanced Plan

Every $10 in Deficit Reduction Comes From:

‘Spending
. Cuts

Taxes:
\ Incomes

\ Over |
- 1$200,000

Taxés: All Others



Restoring Fairness For Working Families .
Monthly Change In Taxes
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CONFERENCE AGREEMENT ON.
PRESIDENT CLINTON’S DEFICIT REDUCTION PLAN

e SUMMARY OF DEFICIT REDUCTION == .

1994 -98
Total Deficit Reduction in Plan 496
. Net Spending Cuts 255
Total Revenue Increases 241
Savinps Pwsergcd in Deficit Reduction Trust Fund 495

" Savings Available to be Spent 0

§ billions

Bousce: Senate Budgot Comrivtea



CONFERENCE AGREEMENT ON -
PRESIDENT CLINTON’S DEFICIT REDUCTION PLAN

~— DEFICIT REDUCTION BY MAIOR CATEGORY ~ -

133438

Discretionary Spending Cuts 102
Mandatory Spending Cuts | 88
Reduced Spending for Interest,
Debt Management, and Other .. 65
Total Spending Cuts . 235
Revenue Increases 241
TOTAL DEFICIT REDUCTION . 5

$ billions

Source: Senate Budget Commivtes



. H&R BLOCK STUDY SHOWS
MIDDLE CLASS PAYS NO INCOME TAX INCREASE:
iNCGME TAXES FOCUSEQ ON TOP 1.2%

Today. H&R Block, the world’s largest provider of taxpayer services, released a study of
the effect of the President’s Plan on Americans’ income taxes. In short, the study {ound

MIDDLE CLASS PAYS NO HIGHER INCOME TAX

WEALTHIEST AMERICANS PAY HIGHER INCOME TAXES ,

ONLY ONE IN SEVEN SOCIAL SECURITY RECIPIENTS AFFECTED BY PLAN
PLAN'S INCENTIVES TO WORK WILL LIFT HOUSEHOLDS OUT OF POVERTY

LI TR N |

MIDDLE CLASS PAYS NO INCOME TAX INCREASE
According 1o H&R Block:

~Our review of the income tax plan shows that its real "bite” falls only on
upper-income taxpayers. Middle-income taxpayers... have emerged
unscathed, which means that those bamg asked to pay more are the very
ones who can tru!y afford to do s6.”

The H&R Block study shows that families earning Jess than $180,000 in adjusted
gross income {$140,000 in taxable income} will pot pay any higher income taxes.
That's right, if you earn less than $180,000 you will not pay one dime more in
income taxes next year, B2.8% of taxpayers {all in this category. [Note: $180,000
in AGl is equivalent to $140,000 in taxable income - i.e. income subject to taxation
after discounting deductions gnd exemptions]

WEA&”%HIEST 1.2% OF AMERICANS BEAR BURDEN OF NEW TAXES

H&R Block said of the plan, "... its real "bite’ falls only on upper-income taxpayers...
those being asked to pay more are the very ones who can truly efford to do s0.”

87 PERCENT OF SOCIAL SECURITY RECIPIENTS UNTOUCHED

As the swdy noteti ‘Ret:zeem_ havgn z owed tag on their benefits in the past

INCENTIVES TO WORK TO UFT HOUSEHOLDS OUT OF POVERTY

"Low-income households will actually get a boost through & significantly expanded
earned income tax credit, The changes targeting America’s poor will help lift

households out of poverty and pmwde an important zm:antwe 1o work™, according to
the study.



H:R BLOCK: .

Corporste Hoadguarters « 4410 Main Street » Kansss Clty, Missour! 62111 « (816} 7536900
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H&R BLOCK ANALYSIS SHOWS
-+ TAX BILL’S IMPACT

Income Tax Fackage Means Religf for Poor, Spares Middle and Most Elderly, Wealthy to Pay More;
12 Case Studies Show Impact of Tax Bill Provisions on "Real World* Mouseholds. ‘

KANSAS CITY, MO.///August 5, 1993/// A preliminary analysis conducted by H&R Block, Inc., shows
tha the income tax provisions of the Clinton budget plan approved on Auvgust 3rd by a House/Senate
conferepce comamittee add up to 2 package spelling relief for those with low incomes, no increases for middle-
income taxpayers and most of the elderly, snd hikes in the tax liabilities of America’s wealthiest households.

" ¥e have been told that many Americans have indicated to pollsters in recent days and weeks that they are’

. expecting to be handed 2 big income tax hike. Most of these people apprar to be misinformed,” said HXR
Block President and Chicf Executive Officer Thomas Bloch. “Qur review of the income 1ax plan shows that
its real "bite’ falls only on upper-income taxpayers. Middle-income taxpayers and the vast majority of the
elderly have emerged unscathed, which means that those being asked to pay more are the very ones who.can -
traly afford to do s0.” : ‘

Bloch added; "Low ncome households will acrually get a boost through 2 significantly expanded earned
incoroe tax credit. The changes targeting America’s poor will help Lift households out of poverty and
provide an important incentive to work. Even the well-to-do, who will shoulder 2 higher tax responsibility,
can benefit from special provisions in the tax bill for those who invest in new businesses and jobs.”

The detailed 4-page H&R Block analysis examines the income tax provisions of the *Revenue Reconciliztion
Bill of 1993," at it wat passed Tuesday by a House/Senate ronference committee, The H&R Block dociiment
' shows the impact of the Clintos income tax plan on the poor, middle-income taxpayers, the eldery and the
wealthy. A total of 12 bypotherical case studies bave been developed by H&R Block 1o illustrate the
implications of the income tax plaa. - '

H&R Block, headquartered in Kansas City, Missouri, is the world's largest provider of taxpayer services.
Last yezr, the company served 18.1 million topayers worldwide. In the US, H&R Block served
sproximately ooe of every seven taxpayers from its over 8,000 offices.

»

FOR MORE INFORMATION CONYACT: Scott Stapf, The Hastings Group, 703/276-1116; Copies of
the H&R Block analysis are available vis FAX upon request. Arrangements also muay be made to speak
with H&R Block officials. , * |
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H&R Blok Anslys -
of the Inomme Tas Conmquences

d‘mww&mmww
T?zssp\:hmmg exarization of the key beame tax provisows sad comequences of the “Revemes
Reconciliation .ofxm'mmmmwmmm*mm*smmd
In txief, the major income mx impecss of this ik (s spproved by e Howme/Saute Confxepe
Committse on Anguet 3) e .

Fogplamtions of e major tax xevisiony sod hypothetoal skee studies fidlow,
Income Tux Fates Unchinged o Middle Tncomes (32.2 Percent of ATl Taxpayeny)

Midde-income tupsyers, £2.2 perssy of Al hocpeyess, Will sea o change fn Selr ncome tax rars. In
mamwmm%wﬁmmm;mmmmmmwm
gy,m,mmﬂ Sons mre indesond; $hat b, fhey xo adfugted for inflation esth
m@.?&mimmmam&mz,szwmﬁm},
Foaxan G faie o ng-4eam cepitl gais i unchanged. P b

Txamples: The following exrples are sepresectative of fhe £2.2 prsert of tropayens ,
cﬁgﬁ&fwmmmax‘mmmm@imxmmm&m Mo are oot

*mbmmmu.sw-pﬁmmmm.wcaawmdﬁnm packege.
Variom ol m:wmvkm&mebmww}dmﬁamgmmmﬁﬁmn:mm
and result {n o relatively small tax fncrease for Mgher-income toxpayens, Bor axample, the phase ot of
Sxcmmptions and fhe Hrultation on ftemized dauctions, which were scheduled to explre in 1996 bt would
bo made permment, sffoet only higher-incoms tuxpavers.,

o



- s

o b o

CP-0S-1332  Eaqai=r. . RREN E1€ 7EI B3 F.G3

-

EAD Witk Analytil € 0% Income Tos brpaes 8 e Nevesor Recooclindtan B2 of 1698 ?@&2

o Deanand Jody Keeern heve taxable income of 548,300, Thelr income
tmdey current law ared e proposed law. They wauld have 52 fncome ()

+ Roges and Alice Smith e teable rcome of $140,000. Their incccos tax for 193 1 $35,920 both
wﬁmhwwwww. Mz taxpayers, Sling jobtly, with taxabie Incomes of

wx for 1993 i $8,763 both

W g s

$140,000 or fess, woukd have 1o jnoome tx jncresse .

* Gearge Taylor s taxable roorme of $115,000 mnd 50 His jmooeme 0 for 1993 s
Q%@&gw%%@mm. ingle txpayens with inoomes of $115,000
o would s Jnoean® : .

Lower-Income Taxpevers (16.6 Povey of All Tarxpayo)
Benef® from Ezrned Tovmoe Credis Expeasion

w;ﬂ.wwmmmwmm "D commpienx bealth fceance and
young child poctions of the Srédit sould b repea T credit also woild be expanded:- Lowen income
famiees would receive & thx ot I the form of @ bigher oredit and very Jomeincoene wodkens with oo
chikirery eould gualify for & credis for the first time,

Explanation: Tre current sates would Jocteass fhoms 18.2 persest to 263 perceat for one cBMd end from

19.5 peroent 0 30 for two o mors chlidren. Thess mies world sllow & maxdioem eredit of

$2,038 fr ome wd 32,528 for two o more children. The maxivum income a2 widch the crodit

wummﬁmm&emm@wmm for one chid and $25. 330 for
o tnore chidren. C ‘ ;

T 1995 and theceafier, e credis am would icrease to 34 percent foe ooe chikd. The creds re fot tw0
. rore chiliten would increase o 36 percent fixr 1995 and 0 40 peroent begioning in 1996, Maximmns

expended o provids B crede $4,000 of exmed focome of e2f-aupporting
Wwotkers, bolh single xnd sarvied, who e between the sges of 25 sl 64 and 9o bave 1o childran. The
soaximan eredit would be §306 and e maxbrem ncome for elighility would be $9,000.

Exsrples: The fellowing e pepresentitive of the 16,6 percets of taxpayers who would
 gligihie for e Eamed Tncome Tax ™ who weondd be

*  Ray and Eathy Brown have exred imvome of $7,750, 1m0 ofter income, wﬂm@m‘: '
. mwwchﬁé%&y,mdgmmbzzmﬁnﬁkm%ﬁrm.mm&%
&mmmwxammm&&mmmmmammﬁ

* David ax! Susan Rogery beve exowd focome of $18,700. Bave po ether faoaroe and
%MWM&%%S&J@%{%&& For 1593, ﬁac:Rogm;

o Vil Ceflins, age 26, & sclf anxd s et e of $6,300, Fie st o ofber fmoocre
- And vo adimenns, For 1993, b §s e efiphle for any swmed foome oredit since be dossa™s have
Emm mmwmmwu@m fracedib ISl o

8
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mmkhqwmwi’wumw«dxwmmw’xm Figped
mmmmseﬁmmmamm@mm
Wmm,mmﬁw mmmmummm&
meryz 19933‘0:&#:51. dﬁnsmwcﬁ%dmmmmmma;z wﬂgf:;
: Wazafth.sbmm.%& maitaxmm:q wmﬂ&gmmw
ezrmzmm,mszm nn et o perrlly wonilkd be o

Wmﬁmmwmﬁxmwwﬁuwﬁ o inchade &

6% Sracket begining a wnsble income of $115,000 (snple), sm,oaa {married Rling jeinty),
127,500 (hend 0f household), end 570,000 mmmﬁm

Mmmwmofmm@@mmwmmw
Tex roies oo kmp-tenn capip peidt wolld 1 eezee, Long-¥m capiial aing would contiooe o be

£ 2,%

mmammﬁﬁma\wmmemwmmm&m _

bigher tax beackets.
The zlmztive o mxamﬂaum mﬁdbewmtw&had,?ﬁm
o the first $175,000 of AMT incomt (657,500 married Sling 28 peent on 20y

over that goount. The AMT exemplion s would incresse © mo{m jmnﬂy},

and rearcied mmmﬁﬁmm o
B e e ha oy Do

| ot eredits, eod anly © fhe extet } excends s regilar invome b

“The medicar tax eeiting would be mmm mmﬁw%w
self-enioymoes come 8 excess of $135,000. For owmple, & xpayer with $150,000 of camed
%ﬁmmmmsmmmﬁmz w&w%amwmmw

Mmmmmmmwummammmmm
J mmmzmmwummmmo mmmfmmxsmmm
purrent aw, nwwmmwm&pm:m

¢ ChadesWaldonisa & %« Exm%mﬂl&,@&ww&ﬂh@w
n the: cumreat sees using fhe proposed s, g increest L SLE3D,

. MWI&WMMWWM,@.MMM&ZMBMW‘

caerent Jaw, Tt would jocease 86,188 to $78,607 under the proposed Taw,
Social Security Resipieats; 87 Pereent Will Have No Tux Tocroast 0 Thiek Benelits

Poginving in 195, e ryles for écizoimining the texsble armount of Social benefits will chaseee.
mmwm&mm will have n
Pkt s Securty oeipients oo incvenss taxis on thelr

Explanstion: Mered couples jolntdy with Iomes up to $44,000 and singles with incoms
wmmm%ﬁnﬁmm&mﬁwﬁmﬁmwmwfﬁt
mﬁmdmﬁ&dmmmgmwdm mmfdy Refiress
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s cases, Kigher-dcome retiees would tax on §5 permenx of their Sockal Security benefits, Three
Mm‘m@ mmmﬁmmammm@wmswm
the toxabic Amors i Hnitsd o the sealler of 85 peroent of e benefs o

85 perent of modified adf Sncony in exoens of 544,000 for maried couples Sling joinly or
m,mwmmma' e ]

4oyt ]

e mMammkm&mmmmw

’ Om-hsﬁmdiﬁcm between e okl 21 new base ZmoUDS.

Ths Irseas in the toable smomnt Is sofitned somewhat since rxodified sdfusied pross incane Would
mwmmmmdwﬁmmwmu{mmm
Fnount.

Txampies: The following examples are represereaive of ' 87,2 peedd of Soclal Securiy recilonss
who will have no increase {n booene tx oo their benefne:

*  Ruth Droyels Ius 7088 tooome of $19,800 and Social Searity benefite of $8,748. Nowo of
her benefits are » gither tnder cuzrest Tew or the proposed law sioe bey adiusied! gross inoome
plus ons-half of her beoefies total $24,174 and are under G 825,000 cefiing, Thus, she woald have

Py
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Jerry andd Jav Hazren have gross inooee of $36,780 phus sosial accurity beoefits of $14,440,

Under the proposed faw, e would pay 900 of tax on feir bezefis both under sarrrert law
aod t proposad bew, Thus, they woukd bave 10 increare 0 thefr income e, The taxable part af
their Social Security benefi wonld be $6,000, the smaller ¢f 50 pexent of thelr benafis or 50
perceny of thelr beoorme in excess of $32,000, '

The following example i of & 12.8 prevent. of Higherincome $oekl Security meiplents
(3.4 pereery of all taxpayres) who will pry higher brome taves on thelr benefits:

* K sd Krumer have adjusted gross income of $46,300 plus sockal secunity bencits of
314,'440-%’@;2@@ kw, % Hapos would have in "-no ersam of 51,41
thelr sdfixsted pross income plus one-Batf of teir bepefits I mare tem $44,000, ey inciude $12.27
b fcome, percens of Gedr $14,440 of besefits dre Inchudable since this seooamt b gremlisr
than the sum of of thelr Income bn excess of $44,000 g the lesser of coo-half of $12,000
{844,000 mizus £32,000; or fhe $7,220 thar wonld buve been inchuded i $ncoms trsier corrent nifles.
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