Gilmour

60

PP .

10
11
12
13
"
15
16
17
18
19
20
21
22
23
24

25

EXECUTIVE COMMITTEE MEETING ON THE CHAIRMAN'S MARK
REGARDING MARRIAGE TAX PENALTY RELIEF
THURSDAY, MARCH 30, 2000
U.S. Senate,
Committee on Finance,
Washington, DC.
The meeting was convened, pursuant to notice, at
10:37 a.m., in room SD-215, Dirksen Senate Office
Building, Hon. William V. Roth, Jr., (chairman of the
committee) presiding. .
Also present: Senators Grassley, Hatch;'Murkowski,
Nickles, Gramm, Lott, Jeffords, Mack, Thompson,
Coverdell, Moynihan, Baucus, Rockefeller, Breaux, Conrad,
Graham, Bryan, and Robb. o
Also present: Franklin G. Polk, Staff Director and
Chief Counsei; and David Podoff, Minority Staff Difector /
and Chief Economist. | k*”
Also present: John Talisman, Acting as for Tax
Policy, Treasury Department; Lindy Paull, Staff Director,

Joint Committee on Taxation; and Mark Prater, Chief Tax

Counsel.
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OPENING STATEMENT OF HON. WILLIAM V. ROTH, JR., A U.S.

SENATOR FROM DELAWARE, CHAIRMAN, COMMITTEE ON FINANCE

The Chairman. The committee will please be in
order.

Tdday it is my pleasure to bring before this
éommittee the centerpiece of our efforts to reduce the
tax overpayment by America's working families. Not only
does it reduce families' tax burden, it eliminates some
of the most egregious éxamples of unfairnéss and
complexity in the Tax Code today.

The marriage tax relief proposal that I put before
the committee does all three of these things, and does so
within the context of fiscal discipline and preserving
the Social Security surplus.

My proposal will eliminate the marriage penalty in
both the standard deduction and in the lowest income tax
bracket. In addition, it will guarantee that every
family entitled to this relief receives this relief and
permanently continues to receive the family tax credits
such as the per-child tax credit, the dependent care
credit, and others, that Congress intended and that they
deserve.

At the same time that my proposal helps those who
suffer a marriage penalty, whereby a couple pays more for
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being married than for remaining single, it does not

‘neglect those married couples where one spouse works to

maintain the home and raise the children.

‘Finally, I have included a modification that
incorporates two of the amendments that were fiied by
committee members. First, I have incorporated Senator
Jeffords' amendment to raise the income levels for which

the Earned Income Credit would appiy by $2,500. This

- further extends tax relief to those within the lowest

income tax bracket. Senator Jeffords is to be commended
for championining these families.

Second, I have added an amendment, backed by Senators
Gramm, Nickles, Mack, and Lott, among others. Their
amendment will extend the same bracket-widening principle
which is already included for the lowest tax bracket to
the next income tax bracket. Their amendment, further,
extends marriage tax penalty relief to many hardworking
families. That, too, is an important goal and they are
to be commended for it.

This bill does all of these things for America's
working families while preserving every cent of Social
Security surplus. These tax cuts do not have to pit
American families against America's seniors, nor does it
extend a tax cut in a fiscally irresponsible manner.

These tax cuts fit in this year's budget, along with
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the other Republican priorities that we have already
passed for education, health care, and small business.
Our priorities add up for what is good for America and
our numbers add up to what is fiscally responsible.

I do not believe that this committee will consider
this year a tax cut bill that is fairer or more justified
than this one that gives tax relief to working families-
who are burdened qot only by the unfaifness and
complexity of a Tax Code that treats them one way when
single and another way when marriéd, but. burdened by the
cost of raising a family. It does so0 by returning to
them their own income tax overpayment.

This bill is fair, this bill is responsible, and this
bill is pro-family. I hope you will support it.

Senator Moynihan?
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OPENING STATEMENT OF THE HON. DANIEL PATRICK MOYNIHAN, A

U.S. SENATOR FROM NEW YORK

Senator Moynihan. Thank you, Mr. Chairman. We
surely support the principie which you are advancing. We
will have very serious reservations about the amounts
invoived. We suddenly seem to be in a situation where,
instead of one massive tax cut, we are going to have a
sequence of smaller tax reductions with the same
cumulative result.

Second, with regret, I have to say, starting with the
measure adopted in the House Ways and Means Committee, we
are simply adding yet more complexity to the Tax Code.

If you looked at that table that emerged from the House

measure, it looked like the periodic table of the atoms

that we used to learn in high school chemistry; you sort
of thought yoﬁ understood it, but you actually did not.

But somebody must, or it would not be up there.

We have on our side a simple proposal. We recognize
that this is real. Mind you, 51 percent of married
couples receive a marriage bonus under the existing Tax
Code, but there are the 42 percent who have, in effect, a
penalty.

It should not be. It is perceived as unfair. We do
not want taxpayers thinking something is unfair in the
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Tax Code. Our pfoposél is simplicity itself: you let the
taxpayer choose. The married couple can file separately
or they caﬁ file jointly, whichever is to their
advantage.

Most couples will file jointly because they will get
the marriage bonus. Those now receiving a penalty file
separately and there is no marriage penalty, period.
Simple. Yoﬁ can describe it in one sentence. You
choose: file separately or jointly. End of subject.

We feel very seriously about the amounts of money
that is involved that our proposal would phase in over 10
years and would amount to $150 billion cumulatively. On
the other hand, we are very cautious about committing |
ourselves to it this instant if we do not know how other
things have worked out.

But we will offer the amendment, sir, in good spirit
and say, can we not just once do something simple in our

committee? Lindy Paull is looking doubtful.

Senator Mack. It would not_be the first time.
Senator Moynihan. Thank you, Mr. Chairman.

The Chairman. Thank you, Senator Moynihan.

Senator Grassley, please.
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OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.

SENATOR FROM IOWA

Senator Grassley. You wait a long time to see
legislation that is very justified in passing, and

obviously I am glad to see that opportunity come, at

‘least to vote it out of the committee now, particularly

when it seems likéhcertain tax laws are very difficult to
explain their rationale at the grass roots.

This is one of those that is very, very difficult to
explain. The more you try to give the history”behind it,
that when it took place in the Nixon tax bill, the more
difficult then it is to make it understandable to the
public as a whole. So, I am glad that we are correcting
that.

I am going to stop there on my support of the
legislation. I just want to take 45 seconds to mention
that I realize that there will not be an opportunity to
offer non-tax amendments, and I accept the Chairman's
judgment on that. |

But I would have liked to have offered an amendment
on a health matter today that I believe is an urgent
matter for Congress to act on, but I will not because I
want to make sure that the marriage penalty gets out and
does not get caught up in other controversy.
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8
I would like to express my support for S. 662, a bill
to provide treatment for women diagnosed with breast and
cervical cancer. As you know, this was a bill that
Senator Chafee worked hard to advance when he was a
member of this committee€. |

Earlier this year, the President showed his support

for this legislation, which has been an initiative that

Republicans in both the House and Senate have proposed.

Now I fear that an important bill like this might Qet

~tied up in a political year, a Presidential election

. year.

I urge all of my colleagues to hélp move this bill

'along some time later. I hope, Mr. Chairman, you can

give it your attention. It is extremely important to
women and mothers everywhere. We can help make a real
difference in their lives through this legislation.

The Chairman. Thank you, Senator Grassley.

Now, Senaﬁor Baucus?

Senator Baucus. Thank you, Mr. Chairman. Mr.
Chairman, I just have a couple of comments to make oﬁ the
bill. First, some general concerns. My first concern,
is we are putting the cart before the horse. We have
already spent $154 billion in tax cuts. This is going to
be about $240 billion.

My guess is that there will be other tax bills before
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us, and we have to consider, for example, retirement,
maybe education stimulus, a whole host of other areas.
Any family, any business, in trying toldetermiﬁe how much

to spend on a certain issue, has to set priorities on

~kind of a zero-sum budget. We are not doing. that.

We are coming out with a tax relief bill that is
expensive ahdswe have no idea how it fits with other
potential tax.reductioh bills that may or may not come up
this year. The Budget Committee, I think, just reported
but its resolution.

But we have come ﬁp with this bill, paying no
attention, zero attentién, to the budget process. That
is just wrong. I think our country wants us, frankly, to
be a little more orderly, be a little more business-like
in the way we manage the Nation's tax dollars.

Second, I think it is important to point out that
this bill changes the Code in a very complex area, and we
have done so with very little consideration of what we
are doing.

For example, back before 1948, the law was that an
individual taxpayer, say at $100,000 of income, paid the
same taxes as, say, a married person of $100,000. Let us
say that that was the total family income.

So the married person paid the same, then found out
in community property States——California, for example-—-
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that you could split, so marrieds were able to split it
50/50. The court said, that is not right, so‘Congfess
then changed it. That is where the joint filing came

into place. That has been the case since 1948.

Basically, joint filers can file jointly.

But theh, by 1969, this Congress realized that that
waé creating a terrific inequity, which was that
individuals had to pay taxes mﬁch more than couples. So
the committee decided to look at all the brackets and
say, all fight. Individuals will pay no more thén 60
percent of what a married couple}will:pay. That was
arrived at as rough justice. That has been the law ever
since. |

We have always made sure that the individual brackets
are no more than 60 percent of the married brackets.
There are considered reasons for doing so. What are
they? Essentially, it is a mathematical impossibility to
achieve marriage tax neutrality if, at the same time, we
want to have a progressive system and have couples with
the same total income taxed the same. It is a .
mathematical impossibility. It cannot be done.

This means that when we change brackets, in this
bill, the break points change for the 15 percent bracket
—-—they also change, I understand it now, I guess, is it
the 28th?
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The Chairman. Twenty—eighth. Yes.

Senator Baucus. Twenty—eigﬁth percent bracket. We
are automatically creating inequities. We are
automatically changing the well-established principle
since 1969 that individuals in each of the brackets: pay
no more than 60 percent of what marrieds pay.

Néw; that was a time when probably more families had
one income earner as opposed to others, and that has
changed dramatically over time. I have forgotten the
figures{ butlmany more families now have both members of
the family that earn income.

So there may be a good reason to change that 60
percent, but if we do so, we should do it thoughtfully.
We should find out how much the demographics of the
country have change.

There are a lot of questions that we could ask
ourselves as to the degree to which, therefore, it makes
sense to change the Code in a way that is fair, fair to
couples earning the same income, and fair to individuals
earning the same income, remembering it is mathematically
impossible. It is a mathematic impossibility to achieve
marriage tax neutrality in a progressive system if you
want couples with the same income to pay the same taxes.

So I am kind of disappointed, frankly, that this
committee, the Senate Finance Committee, has not been
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12
more thoughtful in trying to figure out how we deal with
the marriage penalty issue, which‘is very complex. We
have been treating it very blithely,'cavalierly, almost
assuming that we intentionally in COngfess impqsed a
penalty on marriage. |

Well, of course that is not true. The real tfuth is,
this is a very cohplidated issue and it requires a very
thoughtful answer, which we have not come up with in this
committée at all. We have not even considered it.

For example, the raise in the 28vper¢ent brackét.
Nobody- in this committee ever heard about that until
maybe a day ago. There was no hearing on that. There
was no discussion on it. There was no Executive Session
with give and take on that. That is not the way this
committee should do business. It is just wrong. It is
just wrong.

I might also say, Mr. Chairman, that a problem I have
with this bill, is that more than half of the benefits go
to married couples who already are in a bonus situation.
More than half that are already in a bonus situation, so
more than half of this bill is not a marriage penalty tax
fix, it is just tax relief.

Well, that is fine if that is what we want to do, but
we should recognize it for what it is and not call this a
marriage penalty reform bill, because basically more than
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13
half of it is not.

In addition to that, people who suffer the greatest
inequities are lower income people. It is the EITC which
causes the greatest inequities, that is, bonus versus
penalty and not upper income people as much.

I do not know if that has been examined, thought out,
addressed in hearings, give and take. No. Why not?
Sadly, because this is a political statement. It is not
a thoughtful effort by this committee to come up with a
thoughtful solution. That is the fact. This is just a
political statement. It is a rush to get this bill to .
the floor by April 15, to make a statement.

I am all for addressing different break»poiﬁﬁs, and
how do we solve the marriage penalty problem. Over time,
since 1969, our country has changed, which does require,
I think, some significant changes in the law. But we,
again, should do it much more thoughtfully.

The American public cares much, much more than we do
this right than we rush out by April 15th with some big
headline.

So, Mr. Chairman, I am saddened, frankly, by what is
happening here today. I am disappointed by what is
happening here today. I hope that we do not do much more
of this. I hope we do what we are supposed to be doing
and regaining some of the lost stature that this
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committee once had.

Everybody used to rush to get on the Senate Finance
Committee. I can think.of a lot of reasons, but I think
the main reason is because it is really the committee
with the poQér, it is the money committee that sets
policy, in a bipartisan way, usually.

I have been on this committee for 22 years and I can
tell Senators who have not been on this committee that
long, that most often this committee, beginning with
Russell Long as chairman, operated on a bipartisan basis.
This was the bipartisan committee.

Now it has changed a little bit over time. There
have been some problems. But I Jjust think that we do a
much better job when we address the issues, the
complexities, and find the solution on a nonpartisan
basis, because usually the best politics is to do the
best public policy.

The Chairman. Senator Hatch?

Senator Hatch. Thank you, Mr. Chairman. I think
Bob Dole summed tﬁat up pretty well the other night, and
the Leader's comment, when he said that the Republicans
took over control of the Senate in 1981, and Howard Baker
called him and said, congratulations, Bob. You are going
to be the new chairman of the Finance Committee. Bob
kind of coughed and hacked and said, well, but who is
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gbing to tell Russeil Long? So I remember those daYs. I
have been here a few years, myself.

What I have to say is, I like this committee and I
think there is no end to people who would like to get on
it, to be honest with you. I like it because we all do
get along well togethér and we have a lot of respect for
you folks on the che; side; I hope you do for us.

It is also a Qery tough committee to chair because
thesé issues are so complex and so difficult, that I just
want to commend both the Chairman and the Ranking Member
for the work that they do continuously on this committee.

I had planned to offer. two amendments this ﬁorning
that I think would further improve this mark. 1In the
interest of getting this bill to the floor in an

expeditious manner, however, I have refrained from doing

'S0O.

As you know, Mr. Chairman, there are 66 separate
marriage penalties, according to the American Institute
of CPAs, in our current Tax Code. The Chairman's mark
does eliminate two of the worst ones entirely, and
alleviates two others.

I wish we could do some more on this. I am
particularly concerned with the marriage penalty that
faces young people who are struggling to repay student
loans, because the threshold range for eligibility for
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the deduction of student loan interest is $40,000 to
$50,000 for single taxpayers, but only $60,000 to $75,000
for married couples. That is a significant marriage ‘
penalty. My amendment would have increased the threshold
for married couples to $80,000.

Now, I am'pleased that Senator Mack and I were able

to get that added on the floor to the Education Tax bill,

but that bill does not look like it is going to go

anywhere. I believe it also belongs in this bill.

But, in the interests of trying to resolve these
problems, I will withhold bringing that up at this time.
I would just hope that the Chairman'and the Ranking
Member will work with me between now and the floor, and
hopefully we might be able to resolve that problem.

But I am also concerned with another severe marriage
penalty that affects senior citizens collecting Social
Security benefits. Now, this penalty occurs because the
two thresholdé for determining Social Security benefit
taxability are set at the wrong levels.

For the first threshold which determines whether 50
percent of the benefits should be taxed, the threshold is
$25,000 for singles, but only $32,000 for married
couples.

The second threshold, which is the one added in 1993
to tax up to 85 percent of Social Security benefits, the

MOFFITT REPORTING ASSOCIATES
(301) 390-5150



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

17

‘single threshold is $34,000, but the marriage filing

joint threshold is only $44,000. In order to avoid these
two potentially huge marriage penalties, the thresholds
for married couples should be raiséd to a level twice as
high as the single's threshold.

' This is an expensive amendment, Mr. Chairman, and I
understand that. It is estimated that it would cost in
revenues a little over $60 billion, so I will not offer
it here. But I did want to raise this issue to the
attention of the committee and hope that we can WOrk
together in the near future to try to resolve some of
these very difficult problems.

I just want to Ehank you for the work you have done,
and hope that I can be of assistance to you in getting it
passed.

The Chairman. Thank you, Senator Hatch.

Next, is Senator Rockefeller.
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OPENING STATEMENT OF HON. JOHN D. ROCKEFELLER IV, A U.S.

SENATOR FROM WEST VIRGINIA

Senator Rockefeller. I was in the process of
praising Senator Baucus for his statement, Mr. Chairman.
I apologize. lI share some of his views, and I will be
very brief.

But I think about only 40 percent of this, as Senator
Baucus indicatéd, is dedicated to the so-called
alleviating of the marriage penalty, and 60 percent of
it, and it is a very large numbér, then goes on td
bonuses for people who are doing rather better.

Alan Greenspan keeps reminding us that Qe need to
save all that we can to pay down the national debt,
Medicare, and other things, and he keeps saying it and we
keep not listening to it.

The other thing I would say, is this is very
expensive. I am going to vote for an amendment which
will be offered, but even in voting that, I offered an
amendment which was considerably less expensive than the
one that I will vote for, simply because I think we have
to save our money for the truly important things that
shape our Nation's future.

As Senator Moynihan said, the principle of what we
are doing here is good, but that the particular process
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"or mechanism that we have chosen by which to do it is not

what I would have'hoped, and I thank the Chairman for his
time.
The Chairman. Thank you, Senator Rockefeller.

Senator Mack?
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OPENING STATEMENT OF HON. CONNIE MACK, A U.S. SENATOR

FROM FLORIDA

" Senator Mack. Thank you, Mr. Chairman. I, too, am
going to vote for the institution that will improve
America's future, and that is the American family. I
thank you for the mark that you have put before us this
morning. As hard as it may be for those on the'other
side of the aisle to believe, just because they disagrée
with us does not mean that our approach is not
thoughtful.

I appreciate the thbught that has been put into this.
I think it is, in fact, the right thing to do. It |
certainly is not rushing into it, after 31 years that the
marriage penalty has existed. I think it is an
appropriate time for us to move.

The last point that I would make is, again, based on
what I have heard from the other side of the aisle, there
never is a time for a tax cut. There are always other
priorities to spend more. So, again, I commend you for
this proposal you have put forward.

The Chairman. Thank you, Senator Mack.

Senator Breaux, please.
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OPENING STATEMENT OF HON. JOHN BREAUX, A U.S. SENATOR

FROM LOUISIANA

Senator Breaux. Thank you very much, Mr. Chairman
and Senator Moynihan.

You know, we all had a problem that was brought to
members of Congress' attention, and particularly to the
members of the Senate Finance Committee, and that was
that there was an inequity that existed in this country,
and the inequity was that some people who got.married
were paying more in taxes than if they were not married
and earning‘thé same amount of income.

I think that we had a general agreement that we ought
to do sométhing abqut that, that it was unfair, that we
were, in fact, discouraging people from being married ‘and
encouraging them not to be married because of the Tax
Code, which was wrong. We all agreed on that.

Then something obviously happened on the way to the
mark-up altar. We decided to do much more than that. I
think that Senator Moynihan had the best way of
addressing the problem.

He said, look, if you are helped by filing single you
can do so, if you are helped by filing married you can do
so; pick the one that helps you the most and file. It is
not a big deal. It made a {ot of common sense. It would
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‘not have required a lot of paper to correct that -inequity

the way Senator Moynihan suggested.

It is a oroblem. I mean, 42 percent of couples pay'
more in taxes when they are married than if they were
single. But, on the other hand, 51 percent of couples,
according to CBO, are helped by the current 1aw.. They
have got a bonus, particularly married couples where,
traditionally, thelhﬁsband works and the wife stays at
home. They have got a bonus right now.

So what we ought to be trying'to do, is help those
who have a penalty by eliminating the penalty, and saying
we solved the problem,

‘The problem is, the Republican proposal, though I
know it is offered in good faith, spends $248 billion
over 10 years to do more than correct the penalty. It,
in fact, does not correct the penalty for a number of
couples in the upper brackets because it is limited to 28
percent.

People that are married will continue, under the
Republican bill, in upper incomes to suffer the marriage
penalty. Is that right? The Democratic proposal
eliminates the marriage penalty for everybody, rich,poor,
middle income, anybody, everybody.

The marriage penalty is eliminated under Senator
Moynihan's proposal, whereas, the Republican proposal
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does not eliminate the marriage penalty for upper income
people. I do not know if that is fair. I do not think
it is.“Everybody ought to have the penalty eliminated.

So I think that what‘started off as a consensus to
get rid of the marriage penalty has broadened and grown
on the way, as I said, to the mark—up altar and is
something that spends farAtob much money and does not
correct the penalty for some, and in fact creates a bonus
for others who never asked for the bonus. We should not
do that.

The Chairman. Senator Bryan?
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OPENING STATEMENT OF THE HON. ROBERT H. BRYAN, A U.S.

SENATOR FROM NEVADA

Senator Bryan. Mr. Chaifman, thank you very»much.
Let me just make a preliminary observation. I have
enjoyed very much serviﬁg on this committee. I have
neithe: the téhure of you, the Ranking Member, or most of .
the members on the committee, and I have very much
appreciated working withlyou and your leadership én this
committee. |

I am committed to kind of a quaint, old-fashioned
notion that I recognize probably is ought of fashion in
the out years, ‘and that is, I think we ought to reduce
the national debt whenever possible. I know that makes
me perhaps one of the few members that survive of the old
pre-Cambrian caucus, but I am proud to take that point of
view.

I think this committee, this Congress, and the
administration can take great credit that we have reduced
the debt by some $300 billion over the last three years.
When I came to fhis committee, I do not think anybody
would have ever dreamed that that was possible. We have
a chance of maybe reducing it by another $130 billion or
more, depending ﬁpon what the projections are.

So that is the way I approach this situation. Now,

MOFFITT REPORTING ASSOCIATES
(301) 390-5150




10

11

12

13

14
15
16
17
18
19
20
21
22
23
24

25

25
my own sense is, with great respect, Mr. .Chairman, this
legislative vehicle sails under a false flag. It does
not just address the marriage penalty, as a number of our
colleagues have pointed out. It does much more.

I think, if we are going to talk about tax cuts, we
ought to focus with laser-like precision on what the
problem is that we seek to address. I agree, as the
Ranking Member observed in his opening statement, that,
in principle, we ought to eliminate the marriage penalty.
That is unfair. |

As has been said by several of our colleagues, there
are 25 million Americans who péy that penélty. We ought
fo focus on ﬁhat. But the great majority of the tax |
relief that is provided in this mark-up is provided to
those who do not have a penalty. They are in a bonus.
Indeed, $1 billion goes to unmarried taxpayers.

So, I mean, I think we have lost our focus. Although
I have some reluctance in supporting the substitute that
will be offered by the Ranking Member, I do think it is
laser-like, as I say, in its focus. It does deal with
the penalty.

It gives the taxpayer a choice. That is pretty
simple, kind of old-fashioned. I would say it is even
American to say, look, if you do better in a joint
return, file jointly. If you do better as a single, that
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is your option as well.

Finally, let me say that, in my brief tenure on this

~committee, wé,have talked a lot about the length and

complexity of the Tax Code. All of us thunder»Qith
considerable eloquence on the .floor about what a traiésty
it is, and I have seen many of our colleagues staékithat
Code up on the desk. And I say again with great respect,
we abandon'the principle of simplicity and feducing the
complexity with the mark before us.

I believe givihg Americans a simple choice would
reduce the complexity, solve the problem,.ahd address
something that we all worship at the shrine of great
fortune here, to say let us make the Tax Code more
simple.

The Chairman. Next, we have Senator Robb.
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OPENING STATEMENT OF THE HON. CHARLES S. ROBB, A U.S.

SENATOR FROM VIRGINIA

Senator Robb. Thank Qou, Mr. Chairman. I will try
not to repeat all that has been said. I agree very much
with my colleagues on this side of the divide, and I
regret very much that we have a divide.

Frankly, I had long wanted to become a part of this

committee, one, because I am very much committed to

fiscal responsibilit?, and number two, because I thought

that the approach would be bipartisan and I regret that
we have a clear divide élong partisan lines which I do
not think is healthy for the long-term future of, again,
responsible tax policy.

I particularly agree with thevabout—to—be Ranking
Member or Chairman, Senator Baucus, and some of the
comments that he made, and with all the others on the
simplicity of the approach that the Ranking Member and
former Chairman of the committee haé made. If we are
going to approach this issue in a time of plenty, when
you have a penalty that is unfair to 42 percent of the
people, that this is an appropriate time to make some
adjustments.

I have been willing to make other adjustments in
terms of tax cuts, but the timing of this is wrong. The
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fact that we are increasing the bonus for over half of
the people that will be affected cannot be, in my
judgment, viewed as either féif‘or properly described as
pure marriage penalty relief. So, I regret that we are
heading in this particular direction'gf this'point} and I
regret that we are doing it. =

This time, we have got major challenges facing this

committee at some point with respect to Social Security

‘reform and Medicare reform. Anything that we can do now

to pay down the debt makes it less burdensome to address
those very real problems, and others in the future.

Of course, we afe dealing with a situation where much
of what we are dealing with in terms of available |
resources is speculative, and we continue to look at some
of the figures that reflect the 1997 BBA discretionary
spending numbers when we talk about it, so there.is an
appearance of more money out there than there really is,
because we know we are not following those numbers.

So I regret that we are at this particular point. I
think that the alternative, the substitute that is being
offered by the distinguished Ranking Member, is far and
away the preferable way to. go, under the circumstances.

I will just let it go at that.
I thank you, Mr. Chairman.
The Chairman. Next, we have Senator Coverdell.
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OPENING STATEMENT OF-HON. PAUL COVERDELL, A U.S. SENATOR

FROM GEORGIA

Senator Coverdell. Mr. Chairman, i think we are
beginning to get the drift here of our differences. Let‘
me simply say that I am not offended by the fact that i£
strikes at the marriage penalty, but that it might reach
beyond that to some other families‘and provide additional
relief there. Aall of the fémilies that we are talking
about arelmiadle income.

In ﬁy State, and I would say it is .probably not too
different in the rest of ours, our middle class families
are only keeping about 53 cents on the dollar.after
State; federal, and local taxes.

We have created an enormous burden on.these families
to do the things they are supposed to do for America, get
it up in the morning, get it to school and work, house
it, educate it, and keep it healthy.

So I am not offended by the idea that we might be
going beyond an error or the marriage tax penalty. We
are concentrating all of the relief in areas where it is
severely needed. We can tend in this city to get a
little too caught up in intellectual review and the
manifestations.

| There is nothing on there that has not been before us
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for many years: eliminate the penalty in the standard
deduction; provide broéd—based marriage tax penalty
relief through a bracket widening, 15 and 28 percent;
provide relief on the marriége penalty in the Earned
Income Credit; provide relief from the-Alternative
Minimum Tax. None of us really intended for this to
impose the condition it has on middle income families.

For one mémbe: of the committee, and I gueés the
newest, while I do not take offense at the Ranking
Mémber‘s suggestions and ideas, I find all of these
useful in reducing what has become an onerous burden on
middle class America. ..

If you want to know the truth about it, it is not
enough. As the Senator from Florida indicated, every
time we try to talk about accomplishing this the city
becomes riled thaf something would stay in the checking
account of American families and not end up here for us
to reorder the priorities. So, while I know perfection
is impossiblé, as I have said, there is nothing onerous.
It is meaningful relief to a group of Americans who
really need it. |

So, I compliment the Chairman and those that he has
counseled with to bring the Chairman's mark, and I yield.

The Chairman. Thank you, Senator Coverdell.

Next, is Senator Jeffords.
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OPENING STATEMENT OF HON. JAMES M. JEFFORDS, A U.S.

SENATOR FROM VERMONT.

Senator Jeffdrds. Thank you, Mr. Chairman. I just
would like to echo the remarks of the Senator from
Georgia, and also thank the Chairman for including in the

mark my amendment on the EITC, which i think really

‘balances the bill position and I can strongly support it.

I would also like to look back in history and remind
members of when we first tried to start to take care of
this prdblem. I was the original co-sponsor with
Miliicent Fenwick back in, good Lord; in the late 1970s,
I think, or 19805, when we discovered this problem and
tried to move it forward. Here we are, 20-odd years
later, and we still have not done it. Today, I think we
are going to do it.

Thank you, Mr. Chairman.

The Chairman. Thank you, Senator Jeffords.

Now, Senator Lott, our distinguished Leader.
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OPENING STATEMENT OF HON. TRENT LOTT, A U.S. SENATOR FROM

MISSISSIPPI

Senator Lott. Well, thank you, Mr. Chairman. I
will be briefQ- I jugt want to thank you for bringing us
to this point, énd for your effort to.include proQisions
in this p;gposal that vagious Senators have asked for.

I realize you can perhaps make an argument that it is
not all directly related‘to the problem we are trying to
address in a marriage tax penalty. But, for instance,

Senator Jeffords just touchéd on one point that I cannot

believe that other members of the committee would not be

supportive of, and that is to increase the EIC provision
to the $2,500 increase for joint returns that is in this
package.. |

That helps.people that are at the low end of the
scale, and I would think that most of the members would
be for doing that. Now, if I were writing a pure bill
that might not be in there. It probably would not be in
there.

Another provision that is included in here that a lot
of members have concern about is the AMT, Alternative
Minimum Tax. We all know that some unintended
consequences of the AMT legislation is hitting people now
that we did not intend for it to. It is getting down to
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- the middle income level.

While it is not directly relatgd to the marriage
penalty eli@ination provisions, certainly ‘it is something
a lot of members of angress want to do something about.
So, I think it is about trying to make the Tax Code
féirer.

But I think the bottom line to all of this is exactly
what Senator Jeffords was just touching on. We have been
talking about doing this for years, and somehow.of
another it always juét escapes our net. We just do not
get it done. We have tried to pass it in various ways.

I think we had the p;ovisions‘in last year'é bill that
wound up being"Vetoed;~ It just this point: are we goihg
to finally eliminate tﬁe marriage penalty tax as much as
we can or not?

Are we going to stop it at this point in the Finance
Committee or in the Senate, or can we join the House and
pass it through the Senate, get it to confefence, and
work on something, hopefully that the President will
sign?

This is one of the many very unfair provisions in the
Tax Code. Like the Social Security earnings test, we
stepped up. After 20 years of talking about if, we have
gotten it done in a bipartisan way, and the President is
going to sign it. We ought to do the same thing with the
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marriage pena;ty tax.

So I hope we ‘can continue to look and find a way to
actually take this actin this year. Otherwisé, my
daughter has thfeatened to run against'me. This is very
serious. She was married last year in May, and she has
figuréd out that she is going to pay more in téxes just
because she is married, because she and her husband both
work, and she is mad about it. So, we have got to gét
this done.

Thank you, Mr. Chairman.

Senator ﬁatch. That would add a little claés to the
Senate, is all I can say. [Laughter].

The Chairﬁan. Senator Graham?

Senator Graham. Well, I would like to pick up on
what our Leader has just said about the importance of
family. Today is an important day in my family's life:
it is the fifth birthday of our triplet granddaughters. '
So I am thinking about that.

There actually is some relevance to the discussion
that we are having today, because if you’were to ask me
which of those three triplets or their seven cousins that
I love the most, I would say that I love all of them
equally and want to give all of them an equal share of
everything possible.

In many ways, that is part of the issue before us
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today. There are many areas that one could point to as

unfairness in our Tax Code, or in our general pub}ic
pOlicy. There are many areas that we could point to asy
being oppqrtunities for incentives within our Ta#'Code or
public policy. |

What concerﬁs me ébout thg way in which we are
proceeding, is that we/are not béing given an opportunity
to look at the full range of options and then attempt to
make a relativé, appropriate choice among those options.

‘It may be that, focusing-on‘all the things that we
have to do, we would conclude that we should spend this
percentage of ouf non-Social Security surplus on
eliminating and, as suggested, going beyond eliminating,

the marriage penalty tax. But to try to view this

isolated, without thatvcontext, I think, is going to lead
us into a digtorted ultimate decision.

Let me just give a few numbers. This week, the
Senate Budget Committee voted out its budget resolution.
I think in the next few days we will probably have it on
the Senate floor.

Thatvresolution, after allocating part of the on-
budget—--that is, the non-Social Security surplus—-to
additional discfetionary and mandatory spending beyond
what was in the budget cap bill that we passed in 1997,
and taking into consideration the lost interest saving
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that that higher spending will occasion, the on-budget,

non-Social Security surplus included in the Senate Budget

resolution is $209 billion.

Now;"thaﬁ same resolution has provided for tax cuts
over the'ﬁéxt five years totaling $180 billion, which
means that beyond the commitments that have alréady been
made, we will have approximately $59 billion of non-
Sociél.Security surplus to use for everything elée,
including additional debt reduction beyond that that is
going to come by the application' of the.Sociél Security
surplus to. debt reduction, strengthening Social Security,
strengtﬁening Medicare, and providing a reasonable
Medicare pfescription medication benefit.

We heard in yesterday's hearing on prescription
medication that, with one exception, all of the people
who testified on panel one said that the Senate Budget
resolution was inadequate in the amount of money that it
has identified for prescription medication, that we need
to go beyond the amount that the Senate Budget resolution
incorporates. That would be another possible area in
which we would want to use the non-Social Security
surplus. |

Now, in terms of the $150 billion that we have
allocated for tax cuts, we have already committed in the
Bankruptcy bill, with its minimum wage and tax
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provisions, the Patient Bill of Rights bill, and the

Education Savings Account bill, a total of $43.7 billion
in tax cuts over the ﬁext fivg years, this bill would
provide an additional $69.8 billion in tax cuts over the
next five years, or a total of $113.5 billion. '

'So we, with this action today, will have committed 76

'percént of all of the tax cuts that the Senate Budget

resolution will sanction to measures already included in

three bills that the Senate has passed, plus this bill

which is being recommended to the Senate to pass.

I think that is not the way to go about doing the
public's business, is this drip, drip, drip, drip of tax
relief without éver looking at whét the whole pool of
possible tax policy is and making an objective judgment
across issues, what is the most important, what will best
advance the public interest of the United States.

So, in addition to the comments that have been made
about the specifics of the proposal before us, I am
concerned about the way in which we are approaching the
utilization of the non-Social Security surplus, and for
that reason cannot support the Chairman's mark.

The Chairman. The general debate is now completed,
and the Chairman's mark is now open to amendment.

Senator Moynihan. Mr. Chairman, I would wish to
offer a substitute. We have a title for our substitute.

MOFFITT REPORTING ASSOCIATES
(301) 390-5150




10

11

12
13
14
15
16
17
18
19
20
21
22
23
24

25

38

It is, Save Trent Lott's Seat. [Laughter]. We can solve

--that problem directly, in a way that your daughter will

not have to go to law school to understand what has
happened.

I do not want to speak at any greater length. I
would make the point that the five-year cost of our
measure is $20 billion. We are very much aware of the
concerns that the Senator from Florida and the Senator
from Virginia have mentioned.

We include the recipients of the Earned Ineome Tax.
There you really have a social problem. You have two
single persons teceiving the Earned Income Tax Credit,
which by definition means low income. If they were to
marry, it really hurts them. I mean, money they would
miss. We solve that.

I am informed by our wonderful professidnal staff
that our measure would eliminate all 66 of the marriage
penalties that the Senator from Utah has mentioned. I
was not aware that there were 66, but there are, and we
take care of them.

Finally, to say that--I will say later—-—the
Department of the Treasury is very much concerned about
the size of the Chairman's mark. It would not be signed
into law. We have here and now the opportunity to save
Senator Lott's seat, and protect the surplus. What more
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could you hope for? Mr. Cﬁéirman( I move the adoption of
the amendment.

The Chairmanﬂ First, let me say that I am very
familiar with the substitute amendment that Senator
Mbynihan has offered, and I want to say there are a lot
of good things about it. I am particularly pleased to
seevthat our Democratic colleagues are offering an
amendment, recognizing the unfairness of the marriage
penalty.

But, that said, I did not prdpdse é-separate filing
plan this year because, as Chairman, one of my
responsibilitieé is to work with the members to try to
achie?e consensus. In the past few weeks, I solicited
input from all members of the committee, both sides of
the aisle.

Senator Moynihan. You did. You did.

The Chairman. I am pleased to say, many of you on
both sides of the aisle did outline your views. Now,
after listening to the various viewpoints, I did come to
the conclusion that the best approach at this time is to
build on the foundation that Congress has already
approved.

Last year in the conference report of the Taxpayer
Relief Act of 1999, Congress adopted three components of
marriage penalty relief: an expansion of the standard
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deduction for married couples filing jointly, a widéning
of the tax brackets, and an increase in the income phase-
out for the Earned Income Tax Credit. |

A different part of the bill also addressed the
minimum tax issue, which I do not believe the Democratic

substitute does. This year, the House passed a marriage

penalty tax bill that inciuded these first three

components.

Now, my mark, along with the modifications, used this
foundation and took it a steb further. We have raised
the beginning and‘ending point of the Earned Income
Credit phase-out by $2,500, ﬁaking sure that many low-
income‘people receive mérriage penalty relief.

We also devoted substantial resources to preserving
family tax credits from the Alternative Minimum Tax. We
do not want to be in a position where we solve a couple's
marriage penalty, saving them hundreds of dollars, and
then taking it away from the other hand because we have
not preserved their child credit from the minimum tax
cutback.

Finally, we accelerate the increase in the 15 percent
tax bracket for married couples filing a joint return.

We also add a phased-in increased to the 28 percent
bracket. Wwhat we have done, is to eliminate the largest
source of the marriage penalty, the structure of the rate
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brackets for all but a small percentage of'those who

l suffer from a marriage penalty.

We have done it. We hgvé done it in a way thét,
simply because a family has only one wage earner, it is
not treated differently than a family where both spouses
work. This is a laudable goal, and one that I support.

.In shqrt, I believe that the proposal that we have in
front of us, the Chairman's mark, is the right approach
at this time, and I respectfully urge my golleagues to
vote against the substitute améndment.

SenatorvMoynihan. | Mr. Chairman, if I may Jjust make
one remark. You said that the measure you proposed would
eliminate the marriage pénalty for all but a small
percentage of the taxpayers. Well, sir, it leaves the
grievance even more acute for that small percentage. Our

measure eliminates it for everyone. So, I am prepared to

vote.
Senator Baucus. Mr. Chairman?
The Chairman. Senator Baucus.
Senator Baucus. I just wanted to make a brief

comment here. I think it is worth repeating the point
that Senator Moynihan made. It is the elegance and
simplicity of the approach, namely, allowing people to
choose gives people, first, that option, which it is
always good to do-—almost always——and second, it has the
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effect of addressing the marfiage penélty inequity |
throughout the Code. It is not like just the rates, but
also the credits. The Majority mark addresses the rate
inequities, but not the credit.

As Senator Hatch talked about addressing some of the

.credits, that would be kind of selectively addressing the

credit inequities. But when you choose as a joint filer,
you automatically address all'inequities. It is not just
the rates, but it is also the credit inequities, of which
there are about 60-some credits now in the Code.‘

In addition to that, in effect, we are proQiding AMT
relief, by definition, and even greater than the AMT
relief fhat is in the mark, by definition. I£ is
important to know the consequence of this very simple
approach does more broadly and more completely address
the marriage penalty problems than the alternative,
namely, the mark. I compiiment Senator Moynihan for
pushing that proposal.

The Chairman. I would just make one comment. That
is, the approach recommended by my distinguished
colleague is, indeed, complex. It does require the
taxpayers to make many complex calculations to determine
who has what income and what deductions. That should not
be over—- or under-estimated. So, there is that
complexity inherent in that approach.
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But, again, I say I am happy to see my colieagues on
both sides of the aisle recognize the importancé of

addressingathe"marriage penalty, but I would urge thém td“

reject the substitute in favor of the Chairman'é mark.

Wwith that, I would ask the Clerk to call the roll.

Senator Breaux. Mr. Chairman?
The Chairman. Yes, Senator Breaux?
Senator Breaux. Can I ask staff a technical

gquestion on the bill? I would like to ask Mr. Talisman,
and Lindy, if you have a different comment. I have two
guestions. |

The first, is on the AMT. Tt is my understanding
that Senator Moynihan's AMT bill would say that any
benefit any couple gets as a result of this bill would
not subject the couple to AMT taxation on that benefit.
It seems to me that, by excluding one of the brackets,
that the Republican bill would subject how many people to
an AMT tax under their bill?

Mr. Talisman. Senator Breaux, in response to your
question, I believe Senator Moynihan's amendment does
allow the joint taxpayers to calculate their tax as if
they were single for purposes of the AMT as well as the
regular tax.

Senator Moynihan. It does.

Mr. Talisman. It does. It does allow that. And
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with respect to the question on the Chairman”s mark, the

change in the brackets and the other éhanges in the bill

would increase the number of AMT féxpayers_by about(§
million, but then the AMT fix would bring that back down
oy‘about‘9=.5 million. So the Chairman's mark, we
believe would add about .5 hillion taxpayers to the
AMT.

Senator Breaux. All right. The éecond question.

My staff tells me that over half-——-

.5 million.

Mr. Talisman. That i
Senator Brea.5. million.

Senator Breaux. All right. Thg seéond question I
have, my staff tells me, and is this correct or not, that
over one-half of the money in the Chairman's bill would
go to provide, I guess they call it, relief fo people who
currently do not suffer a marriage penalty, is that
correct?

Mr. Talisman. Yes. Over half of the relief in the
Chairman's mark would go to taxpayers with either
marriage bonuses or single taxpayers, that is correct.

Senator Breaux. Thank you, Mr. Chairman.

The Chairman. I would just make the observation
that we already took the action with respect to AMT for
three years, and all we are doing is make sure that, when
we promised the American family they would get a child
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Alternative Minimum Tax. We assure that they will

continue to get it permanently, and I think that is

~perfectly clear.
With.'that, I would urge the Clerk to call the roll.

The vote is on the substitute. An aye vote ﬁould be in

favor of the substitute, héy would be opposed.
The Clerk. Mr. Grassley?
The Chairman. Mr. Grassley votes no, by proxy.

The Clerk.' Mr. Hatch?

Senator Hatch. No.
The Clerk. Mr. Murkowski?
The Chairman. No, by proxy.

The Clerk. Mr. Nickles?

Senator Nickles. No.
The Clerk. Mr. Gramm, of Texas?
The Chairman. No, by proxy.

The Clerk. Mr. Lott?
Senator Lott. No.

The Clerk. Mr. Jeffords?
Senator Jeffords. No.

The Clerk. Mr. Mack?
Senator Mack. No.

The Clerk. Mr. Thompson?
The Chairman. No, by proxy.
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The Clerk. Mr. Coverdell?. .
Senator Coverdell. . No.

The Clerk. Mr. Moynihan?

Senator Moynihan.  Aye.
The Clerk. . Mr. Baucus?
éenator Baucus. Aye.

The Clerk. Mr. Rockefeller?
Senator Rockefelle;. . Aye.

The Clerk. Mr. Breaux?

’Senator Breaux. Avye.

The Clerk. Mr. Conrad?
Senator»Moynihan. Aye, by proxy.
The Clerk. Mr. Graham, of Flofida?
Senator Graham. Aye.

The Clerk. "Mr. Bryan?

Senator Bryan. Avye.

The Clerk. Mr. Kerrey? -

Senator Moynihan. Aye, by proxy.
The Clerk. Mr. Robb?

Senator Robb. Aye.

The Clerk. Mr. Chairman?

The Chairman. No.

The Clerk. Mr. Chairman, we have 9 ayes and 11
nays.

The Chairman. The amendment is not agreed to.

MOFFITT REPORTING ASSOCIATES
(301) 390-5150

46



10
11

12

13
14
15
16
17
18
19
20
21
22
23
24
25

47

Senator Graham. Mr. Chairman?

The Chairman. The Senator from Florida.
Senator Graham. I would like to Call‘up the Graham—

Robberyap amendment number one.

The_Cﬁairman. Please proceed.

Senator Graham. "Mr. Chairman, this amendment states
that the proposed tax cuts would not go into effect until
the. Congress has adopted legislationlWhiCh would extend
the solvencilof the Social Security program trust fund
through 2075 and the Medicare Part A truét fund through
the year 2025. |

The purpose of this, is to try to, if I could return

to my grandchildren's birthday party tonight, to do what

they are not going to do, and that is that we should eat

our spinach before we start eating our cake. vThe United
States has a contractual commitment to its citizens for a
secure Social Security and Medicare program.

These are programs into which the American people
have been paying through the payroll tax and have every
legal and moral right to expect that they will receive
the benefits.

I believe that is a high moral obligation of this
Congress. I believe that we should fulfill that
obligation before we begin committing the non-Social
Security surplus to other purposes. As indicated before,
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we only have resérved-in the Sénate Bﬁdget resolution $59
billion of non-Social Secﬁrléy surplus over the next five
years for purposes other than fulfilling the tax cuts
that are proposed.

With this action today, if we take it as.recommended,
we will have committed 76 percent of the tax amount to
proposals that, in my judgmént, have not been édequately
analyzed in terms of their relétive.importance to the
American people.

Virtually»every proposal that has been made, whether
it is a Republican proposal or a Democratic proposal, to
strengthen Social Security and Medicare uses a portion of
the non-Social Security surplus to meet that objecfive of
strengthening these two programs.

I think that it is a classic case of eating desseft
before the main course for us to be utilizing the non-
Social Security surplus until we have fulfilled our
obligation to these programs.

So, Mr. Chairman, I urge the adoption of this
amendment, in which I am joined by Senator Robb and
Senator Bryan, which would establish a sequence of
priorities and would say that strengthening Social
Security to the year 2075 and assuring its solvency, and
the solvency of the Medicare Part A program through 2025,
are our two priority national objectives, national
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obligations, before we consider other'matﬁérs, iﬁcludiné
a matter as appealing as the pfoposal to reduce the
marriage penalty. .

Senator Robb.. Mr. Chairman?

The Chairman. Yes. The Senator from Virginia.
Senator Robb. Thank you, Mr. Chairman. I am

pleased to co—spohsor the amendment just offered by my
distinguished colleague from Florida. It is’very clegr
that the economy is not in desperate need of stimulation
at this particular point. _

This would allow those who believe that this is good

public policy to have, in effect, bragging rights, but

would allow us to act in a responsible manner to deal

with the truly pressing need to make substantial systemic
revisions to guarantee the long-term solvency of both
Social Security and Medicare. I think it is a very
responsible approach. It gives both sides something to
take home, and I hope it would be the pleasure of this

committee to adopt the amendment.

Senator Nickles. Mr. Chairman?
The Chairman. The Senator from Oklahoma.
Senator Nickles. Mr. Chairman, just reading the

amendment, I am kind of amused, because I just left the
Budget Committee and the Budget Committee just passed a
resolution that says, well, we direct the Finance
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Committee to pass a drug benefit, and oh, yes, if you can
do it responsibly, fine, but if yeu cannot, do it anyway.
I am kind of amused,'because thet wouldAjust blow the

heck out of the last part of Medicare Part A.

Senator Moynihan. Was that Senator Graham's
proposal?
Senator Nickles. I do not think it was Senator

Graham's proposal. I think it came from a couple of
other Senators.’ My point being, is that that type of
philosophy, I guess somebody can say, well, we will have
a drug benefit, therefore there will never be a tax cut.
Or we will have some other change, and therefore you will
never have any tax cut. We will just postpone any tax
cuts because Congress can figure out ways to spend it.
So, anyway, I would urge our colleagues to vote no on the
amendment.

Senator Graham. If T could just respond to that. I
disassociate myself from whatever happened in the Budget
Committee. [Laughter]. This is as clear as a statement
as I can construct, which states that our two first
priorities are to meet the contractual obligation that
the Federal Government has to tens of millions of
Americans, including most of us in this room today in the
not-too-distant future, to fulfill the obligation of the
Social Security trust fund and the Medicare Part A trust

MOFFITT REPORTING ASSOCIATES
(307) 390-5150



w N

10
11
12
13
14
15
16
17
18
19

20

© 21

22
23
24

25

51
fund. Those two obligations should be met before we
consider or before we make effective other uses of the

ﬁon—Social Security sufplus. I urge the adoption of this

amendment.
SenatorlGramMI '~ Mr. Chairman, I will be brief.
The Chairman. Senator Gramm.
Senator Grahm. I never ceases to amaze me that,

when the Presidéht proposes a budget that increases non-
defense discretionary spending by .14 percent, you have
got to go all the way back to the first year Lyndon
Johnson was President to equal that, people do not think
those spending programs'bught to be tiéd to whether or
not we are meeting all of fﬁése obligations. The only
time anybody is ever concerned about these things, is
when we are talking about letting working people keep
more.

The incredible paradox is that, if we spend money on
these new programs, we will never be able to get the
money back if we need it. If we give people a tax cut,
if we have a crisis and need the money back, we can raise
taxes, as has been done on numerous occasions.

So I just do not understand the logic of this. 1If
this said none of the new spending and none of the tax
cuts would go into effect if you did not meet these
obligations, then you would automatically overturn all
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these new programs, then I wduld say this is a logic
amendment, you could be for it or against it. But why we
single out tax éuts and do not single out spending, I do
not know.

Senator Gréham. Mr. Chairman, if I could juét
respbnd'to that. :

The Chairman. . The Senator from Florida.

Senatof Graham. I am certain that my téutdnic
cousin joined me last year in opposing all of those
egregious provisions that exceeded the budget ceilingé,
and I hope that we will have an Qpportunity—-——

Senator Gramm.‘” I do not know if you were there or
not, but I wés.

Senator Graham. I voted against, for.instance, that
last humongousbproposal that we had that pushed us so far
beyond our 1997 commitments, and I look forward to
joining with you on the floor in doing so again this
year.

But today in the Finance Committee, the only issue
that we can deal with is the jurisdiction of the Finance
Committee, which happens to be on the tax side of the
fiscal equation.

Today, I will take the step that I can take today,
which is to say that this tax provision should not become
effective until we have dealt with the other major
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responsibilities of the Finance Committee, which is .
solvency of chiél Security and solvency of the Medicare
Part A progrém: |
I would urge phe adoption of the amendment.

The Chairman. If there is no further request for

time, I urge the Clerk to call the roll.

The Clerk. Mr. Grgséley?
Senator Grassley. No.

The Clerk. Mr. Hatch?
Senator Hatch. ° No.

The Clérk. = Mr. Murkowski?

The Chairman.

The Clerk. Mr.
Senator Nickles.

The Clerk. Mr.

No, by proxy.
Nickles?
No.

Gramm, of Texas?

Senator Gramm. No.

The Clerk. Mr. Lott?
Senator Lott. No.

The Clerk. Mr. Jeffords?
Senator Jeffords. No.

The Clerk. Mr. Mack?
Senator Mack. No.

The Clerk. Mr. Thompson?
Senator Thompson. No.

The Clerk. Mr. Coverdell?
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Senator Coverdell. No.

The Clerk. Mr. Moynihan?

Senator Moynihan. Aye.

The Clerk. Mr. Baucus?

Senator Moynihan. Aye, by proxy.

The Clerk. Mr. Rockefeller?

Senator Rockefeller. Aye.
. The Clerk. Mr. Breaux?
Senator Breaux. Aye.

The Clerk. Mr. Conrad?

Senator Conrad. Aye.
The Clerk. Mr. Graham, of Florida?
Senator Graham. Avye.

The Clerk. Mr. Bryan?

Senator Bryan. Aye.
The Clerk. Mr. Kerrey?
Senator Moynihan. Aye, by proxy.

The Clerk. Mr. Robb?

Senator Robb. Aye.

The Clerk. Mr. Chairman? .

The Chairman. No.

Senator Baucus. Mr. Chairman?

The Chairman. The Senator from Montana?

Senator Baucus. I vote aye.

The Clerk. Mr. Baucus votes aye. Mr. Chairman, the
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tally is 9 ayes end 11 nays.
The Chairman. The amendmeht is not agreed to. We
will now proceed with the vote on final passage of tﬁe

Chairman's mark.

Senator Rockefeller. Mr. Chairman, with your
permission? ‘ |

The Chairman. The Senator from West Virginia.

Senator Rockefeller. I have an amendment at the

desk whicﬂ I am not going to call forward beeause I
recognize it would be declared non-germane.

But last year when we dlscussed thlS, the Chairman
and the Ranklng Member of the committee indicated that we
would have a chance this year to do what I have been
striving to do for nine years now, and that is, since the
passage of the Coal Act, to provide security for retired
miners who, at the time that we passed it, there.were
about 122,000, now there are about 66, 000.

It is something, as members know very well, that I
feel very passionately about. These are people who are,
on average, age 77 years old. Yes, they get Medicare,
but these are people that average 10-12 pills per day,
and they get Medigap wrap—around that pays for some of
their medication, it does not for others.

I really think that people who have worked as hard
and long as they have in the coal mines in the world's
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most dahgerous job, most of these working back in the

pick and shovel days, that they, if they are still

living, or their widows, deserve health benefits.
These health benefits were removed by the companies

who had promised to give them health care benefits, and

- health care benefits are the most important thing in an

aged miner's life, or a widow's life.

The situation, very simply, is that becéuse of some
legislation that was passed and because of inflation
adjustments on a medical basis for this combined fund,
the fund is now losing, and will lose in perpetuity,
about $40-50 million per year unless we do something.

The result of that will be, in absolute terms, that there
will be a cut in benefits for these people.

Now, We facéd a situation last yéar, and at the last
second it was bailed out in the Appfopriations Committee,
but it was simply a one-year fix. So the administration
has included, over a 10-year period, $346 million that
would, in fact, solve this problem. They have put it in
the baseline, so it is secure in that respect. But, of
course, we have to pass it.

Mr. Chairman, I want to work very much with the
members of the committee to try and solve this problenm,
because I know they sometimes get tired of my talking
about it. But Senator Nickles has asked for, along with
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Senator Roth, for a GAO report on it, and I understand

that. There are super reach-back questions, and these

" are technical terms, but the members of the committee———-

‘The Chairman. I would say to the distinguished
Senator———-
Senator Rockefeller. I was just going to ask, will

there be a chance this year to try to solve this problem,
Mr. Chairman? |

The Chairman. Well, as you know, last year I
éommitted myself to work with you, as wéll‘as the other
interested Senators and the administratioﬁ, on this issue
in the context of appropriate legislation. I would just
point out, besides yourself we have Senators Giassley,
Nickles, and Thompson interested in this manner, so we
will proceed to work with you.

| Senator Rockéfeller. I thank the Chair.

The Chairman. with that, we will proceed with the
vote on enactment of the Chairman's mark. I move its
adoption. Those in favor will signify by saying aye,
those opposed, nay.

I do move that we report the modified Chairman's mark
as an original bill to the Senate, and that. the staff is
authorized to make technical changes in drafting.

The Clerk will please to proceed.

The Clerk. Mr. Grassley?
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The Clerk. Mr. Hatch?
Senator Hatch. Aye.

The Clerk. Mr; Murkowski?
Senator Murkowski. Avye.

The Clerk. Mr. Nickles?

Senator Nickles. Aye;
The Clerk. Mr. Gramm, of Texas?
Senator Gramm. Aye.

The Clerk. Mr. Lott?

~Senator Lott.  Aye.

The Clerk. Mr. Jeffords?
Senator Jefférds. Aye.
The Clerk. Mr. Mack?
Senator Mack. Aye.

The Clerk. Mr. Thompson?
Senator Thompson. Aye.
The Clerk. Mr. Coverdell?
Senator Coverdell. Aye.
The Clerk. Mr. Moynihan?
Senator Moynihan. No.
The Clerk. Mr. Baucus?
Senator Baucus. No.

The Clerk. Mr. Rockefeller?

~Senator Rockefeller. No.
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The Clerk. Mr. Breaux?

.Sgnatbr Breaux. No.

The Clerk. =~ Mr. Conrad?

Senator Conrad. No.

The Clerk. Mr. Graham, of Florida?
 Senator Graham. No.

The Clerk. Mr. Bryan?

Senator Bryan. No.
The Clerk. Mr. Kerrey?
Senator Moynihan. Votes nb, by proxy.

The Clerk. Mr. Robb?

Senator Robb. No.

The Clerk. Mr. Chairman?

The Chairman. Aye.

The Clerk. Mr. Chairman, we have 11 ayes and 9
nays.

The Chairman. The modified Chairman's mark is

59

adopted and will be appropriately reported to the floor.

Senator Moynihan. Congratulations, Mr. Chairman.
As little as we hoped for this outcome, we respect the
skill with which you have brought it about.

The Chairman. Thank you very much, Senator
Moynihan.

The committee is in recess.

[Whereupon, at 12:00 p.m., the meeting was
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INTRODUCTION

This document,' prepared by the staff of the Joint Committee on Taxation, provides a
description of a chairman’s mark of “The Marriage Tax Relief Act of 2000,” scheduled for
markup by the Senate Committee on Finance on March 30, 2000.

! This document may be cited as follows: Joint Committee on Taxation, Description of a
Chairman’s Mark of The Marriage Tax Relief Act of 2000 (JCX-34-00), March 28, 2000.
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I. MARRIAGE TAX RELIEF PROVISIONS

A. Standard Deduction for Married Couples Set at Two Times
the Standard Deduction for Single Individuals

Present Law

Marriage penalty and bonus in general

A married couple generally is treated as one tax unit that must pay tax on the couple’s
total taxable income. Although married couples may elect to file separate returns, the rate
schedules and other provisions are structured so that filing separate returns usually results in a
higher tax than filing a joint return. Other rate schedules apply to single persons and to single
heads of households.

A "mamage penalty” exists when the combined tax liability of a married couple filing a
joint return is greater than the sum of the tax liabilities of each individual computed as if they
were not married. A “marriage bonus” exists when the combined tax liability of a married
couple filing a joint return is less than the sum of the tax liabilities of each individual computed
as if they were not married.

While the size of any marriage penalty or bonus under present law depends upon the
individuals' incomes, number of dependents, and itemized deductions, as a general rule married
couples whose incomes are split more evenly than 70-30 suffer a marriage penalty. Married
couples whose incomes are largely attributable to one spouse generally receive a marriage bonus.

Under present law, the size of the standard deduction and the tax bracket breakpoints
follow certain customary ratios across filing statuses. The standard deduction and tax bracket
breakpoints for single filers are roughly 60 percent of those for joint filers.2 Thus, two single
individuals have standard deductions whose sum exceeds the standard deduction for a married
couple filing a joint return.

Basic standard deduction®

Taxpayers who do not itemize deductions may choose the basic standard deduction (and
additional standard deductions, if applicable), which is subtracted from adjusted gross income

? This is not true for the 39.6-percent rate. The beginning point of this rate bracket is the
same for all taxpayers regardless of filing status.

* Additional standard deductions are allowed with respect to any individual who is
elderly (age 65 or over) or blind.
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(“AGI”) in arriving at taxable income. The size of the basic standard deduction varies according
to filing status and is indexed for inflation. For 2000, the size of the basic standard deduction for
each filing status is shown in the following table:

Table 1.-Basic Standard Deduction Amounts

Basic

Filing status standard deduction
Singlereturn ............... $4,400
Head of household return . . . . . $6,450
Married, jointreturn . ... ..... $7,350
Married, separate return . . . . .. $3,675

For 2000, the basic standard deduction for joint returns is 1.67 times the basic standard
deduction for single returns.

Description of Proposal

joint return to twice the basic standard deduction for a single individual beginning in 2001. The
basic standard deduction for a married taxpayer filing separately would continue to equal one-
half of the basic standard deduction for a married couple filing jointly.

Effective Date

|
‘ : The proposal would increase the basic standard deduction for a married couple filing a
The proposal would be effective for taxable years beginning after December 31, 2000.

_



B. 15-Percent Rate Tax Bracket for Married Couples Set at Two Times
the 15-Percent Rate Tax Bracket for Single Individuals

Present Law

To determine regular income tax liability, a taxpayer generally must apply the tax rate
schedules (or the tax tables) to his or her taxable income. The rate schedules are broken into
several ranges of income, known as income brackets, and the marginal tax rate increases as a
taxpayer's income increases. The income bracket amounts are indexed for inflation. Separate
rate schedules apply based on an individual's filing status. In order to limit multiple uses of a
graduated rate schedule within a family, the net unearned income of a child under age 14 may be
taxed as if it were the parent's income. For 2000, the individual regular income tax rate : ,
schedules are shown below. These rates apply to ordinary income; separate rates apply to capital
gains.

Table 2.—-Federal Individual Income Tax Rates for 2000

If taxable income is: Then income tax equals:
Single individuals
$0-26,250 ....... ...l 15 percent of taxable income
$26,250-$63,550 ................... $3,937.50, plus 28% of the amount over $26,250
$63,550-$132,600 .................. $14,381.50 plus 31% of the amount over-$63,550
$I32,600-$288,350 ................. $35,787 plus 36% of the amount over $132,600
Over $288350 ......... ... ... $91,857 plus 39.6% of the amount over $288,350
Heads of households
$0-$35,150 .. ... 15 percent of taxable income ‘
$35,150-$90,800 ................... $5,272.50 plus 28% of the amount over $35',150‘v
$90,800-$147,050 .................. $20,854.50 plus 31% of the amount over $90,800
$147,050-$288,350 ................. $38,292 plus 36% of the amount over $147,050
Over $288350 ...ttt $89,160 plus 39.6% of the amount over $288,350
Married individuals filing joint returns’

$0-$43,850 . ........ ..., 15 percent of taxable income
$43,850-$105,950 .................. $6,577.50 plus 28% of the amount over $43,850
$105,950-8161,450 ................. $23,965.50 plus 31% of the amount over $105,950
$161,450-$288,350 ................. $41,170.50 plus 36% of the amount over $161,450
Over$288350 .............covvn.... $86,854.50 plus 39.6% of the amount over $288,350

4 Married individuals filing separately must apply a separate rate structure with tax rate
brackets one-half the width of those for married individuals filing joint returns.
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Description of Proposal

The proposal would increase the size of the 15-percent regular income tax rate bracket for
a married couple filing a joint return to twice the size of the corresponding rate bracket for a
single individual. This increase would be phased-in over six years as shown in the following
table. Therefore, this provision would be fully effective (i.e., the size of the 15-percent regular
income tax rate bracket for a married couple filing a joint return would be twice the size of the
15-percent regular income tax rate bracket for an single individual) for taxable years beginning
after December 31, 2006.

Percentage of 15-percent rate

Taxable year bracket for unmarried individuals
2002 ... 170.3
2003 ... 173.8
2004 ..., 183.5
2005 ...l 184.3
2006 ...l 187.9
2007 and thereafter........ , 200

Effective Date

The proposal would be effective for taxable years beginning after December 31, 2001.



C. Increase the Beginning Point and Ending Point of the Earned Income
Credit Phase-out for Married Couples

Present Law

Certain eligible low-income workers are entitled to claim a refundable earned income
credit (“EIC”) on their income tax return. A refundable credit is a credit that not only reduces an
individual’s tax liability but allows refunds to the individual of amounts in excess of income tax
liability. The amount of the credit an eligible individual may claim depends upon whether the
individual has one, more than one, or no qualifying children, and is determined by multiplying
the credit rate by the individual’s earned income up to an earned income amount. The maximum
amount of the credit is the product of the credit rate and the earned income amount. The credit is
phased out above certain income levels. For individuals with earned income (or modified AGI,
if greater) in excess of the beginning of the phase-out, the maximum credit amount is reduced by
the phase-out rate multiplied by the earned income (or modified AGI, if greater) in excess of the
beginning of the phase-out. For individuals with earned income (or modified AGI, if greater) in
excess of the end of the phase-out, no credit is allowed. In the case of a married individual who
files a joint return, the income for purposes of these tests is the combined income of the couple.

The parameters of the credit for 2000 are provided in the following table.

Table 3.--Earned Income Credit Parameters (2000)

Two or more  One qualifying  No qualifying

qualifying child ~ children
children :
Creditrate (percent) ................... 40.00 34.00 7.65
Earned income amount ............ e $9,720 $6,920 $4,610
Maximumcredit . ..................... $3,888 $2,353 $353
Phase-outbegins ..................... $12,690 $12,690 $5,770
Phase-out rate (percent) ................ 21.06 15.98 7.65
Phase-outends ....................... $31,152 $27,413 $10,380

Description of Proposal

The proposal would increase the beginning point of the phase-out of the EIC for married
couples filing a joint return by $2,000. Because the rate of the phase-out would not be changed
by the proposal, the ending point of the phase-out would also be increased by $2,000. The effect
of the increase in the beginning of the phase-out would be to increase the EIC for taxpayers in
the income phase-out by an amount up to $2,000 times the phase-out rate. For example, for
couples with two or more qualifying children, the maximum increase in the EIC as a result of the
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proposal would be $2,000 times 21.06 percent, or $421.20. The proposal would also expand the
number of married couples eligible for the EIC. Specifically, the $2,000 increase in the ending
point of the phase-out would make married couples with earnings up to $2,000 beyond the
present-law phase-out eligible for the EIC. The beginning and ending points of the phase-out
range of the EIC (including the $2,000 increase for joint returns) would continue to be indexed
for inflation, as under present law.

Effective Date

The proposal would be effective for taxable years beginning after December 31, 2000.



D. Preserve Family Tax Credits from the Alternative Minimum Tax

Present Law

In general

Present law provides for certain nonrefundable personal tax credits (i.e., the dependent
care credit, the credit for the elderly and disabled, the adoption credit, the child tax credit, the
credit for interest on certain home mortgages, the HOPE Scholarship and Lifetime Learning
credits, and the D.C. homebuyer’s credit). Except for taxable years beginning during 1998-2001,
these credits are allowed only to the extent that the individual’s regular income tax liability
exceeds the individual’s tentative minimum tax, determined without regard to the minimum tax
foreign tax credit. For taxable years beginning during 1998 and 1999, these credits are allowed
to the extent of the full amount of the individual’s regular tax (without regard to the tentative
minimum tax). For taxable years beginning during 2000 and 2001, the nonrefundable personal
credits may offset both the regular tax and the minimum tax.’

An individual’s tentative minimum tax is an amount equal to (1) 26 percent of the first
$175,000 ($87,500 in the case of a married individual filing a separate return) of alternative
minimum taxable income (“AMTI”) in excess of a phased-out exemption amount plus (2) 28
percent of the remaining AMTI, if any. The maximum tax rates on net capital gain used in
computing the tentative minimum tax are the same as under the regular tax. AMTI is the
individual’s taxable income adjusted to take account of specified preferences and adjustments.
The exemption amounts are: (1) $45,000 in the case of married individuals filing a joint return
and surviving spouses; (2) $33,750 in the case of other unmarried individuals; and (3) $22,500 in
the case of married individuals filing a separate return, estates and trusts. The exemption
amounts are phased out by an amount equal to 25 percent of the amount by which the
individual's AMTI exceeds (1) $150,000 in the case of married individuals filing a joint return
and surviving spouses, (2) $112,500 in the case of other unmarried individuals, and (3) $75,000
in the case of married individuals filing separate returns or an estate or a trust. These amounts
are not indexed for inflation.

Reduction of refundable credits by alternative minimum tax

Refundable credits may offset tax liability determined under present-law tax rates and
allows refunds to an individual in excess of income tax liability. However, the refundable child
credit (beginning in taxable years beginning after December 31, 2001) and the earned income
credit are reduced by the amount of the individual’s alternative minimum tax.

5 The foreign tax credit is allowed before the personal credits in computing the regular
tax for these years.
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Description of Proposal

The proposal would permanently extend the provision that allows the personal
nonrefundable credits to offset both the regular tax and the minimum tax.6

Also, the proposal would permanently repeal the reduction of the refundable credits by
the amount of an individual’s alternative minimum tax.

Effective Date

The proposals would be effective for taxable years beginning after December 31, 2001.

¢ The foreign tax credit will continue to be allowed before the personal credits in
computing the regular tax.

-9.
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Joint Committee on Taxation
March 30, 2000
JCX-39-00

DESCRIPTION OF MODIFICATION TO THE CHAIRMAN’S MARK

The Senate Committee on Finance has scheduled a markup of a Chairman’s Mark of the
“Marriage Tax Relief Act of 2000"' on March 30, 2000. This document,? prepared by the staff of
the Joint Committee on Taxation, contains a description of a modification to the Chairman’s
Mark.

A. Increase in the EIC Phase-out for Married Couples

The modification would increase the beginning and ending income levels of the phase-out
of the EIC for married couples filing a joint return by $2,500, instead of the $2,000 increase in
the Chairman’s mark. The beginning and ending income levels of the EIC phase-out (including
the $2,500 increase for joint returns) would continue to be indexed for inflation, as under present
law. For couples with two or more qualifying children, the maximum increase in the EIC as a
result of the modification would be $2,500 times 21.06 percent, or $526.50.

The modification relating to the EIC phase-out would be effective for taxable years
beginning after December 31, 2000.

B. Increase in Rate Brackets for Married Couples

The modification would adjust the phase in of the 15-percent regular income tax rate
bracket in the Chairman’s Mark, and would add a new provision to increase the size of the 28-
percent regular income tax rate bracket for married couples filing a joint return to twice the size
of the corresponding rate bracket for a single individual. The increase in the 15-percent and 28-
percent rate brackets would be phased-in over six years as follows:

' A description of the provisions of the Chairman’s Mark of the Marriage Tax Relief Act
of 2000 may be found in Joint Committee on Taxation, Description of a Chairman’s Mark of the
Marriage Tax Relief Act of 2000 (JCX-34-00), March 28, 2000.

2 This document may be cited as follows: Joint Committee on Taxation, Description of
Modification 1o the Chairman’s Mark (JCX-39-00), March 30, 2000.






Joint return rate bracket

Taxable vear as a percentage of

single return rate bracket
2002 ... 170.3
2003 ... 173.8
2004 ..... e 180.0
2005 ...l 183.2
2006 ...l 185.0
2007 and thereafter........ 200

The modification to the 15-percent and 28-percent rate brackets would be effective for
taxable years beginning after December 31, 2001.
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DISTRIBUTIONAL EFFECTS OF A MODIFICATION TO THE CHAIRMAN’S MARK OF
THE "MARRIAGE TAX RELIEF ACT OF 2000" (1)
SCHEDULED FOR MARKUP BY THE COMMITTEE ON FINANCE ON MARCH 30, 2000

Calendar Year 2001
CHANGE IN FEDERAL TAXES (3) FEDERAL TAXES (3) Effective Tax Rate (4)
INCOME FEDERAL UNDER. UNDER Present
CATEGORY (2) TAXES (3) PRESENT LAW ; PROPOSAL ~ Law Proposal
Millions Percent Billions Percent Billions Percent Percent Percent
Less than $10,000........ -$18 -0.3% $7 0.4% $7 0.4% 8.6% 8.6%
10,000 to 20,000........ -287 -1.1% 26 1.5% 25 1.5% 7.2% 71%
20,000 to 30,000........ -946 -1.5% 62 3.7% 61 3.7% 12.5% 12.3%
30,000 to 40,000........ -1,123 1.2% 95 5.7% 94 5.6% 16.2% 16.0%
40,000 to 50,000........ - -1,013 -1.0% 105 6.3% 104 6.3% 17.5% 17.4%
50,000 to 75,000........ -1,900 -0.7% 276 16.6% 274 16.5% 20.1% 20.0%
75,000 to 100,000........ -1,285 -0.5% 246 14.8% 245 14.8% 22.6% 22.5%
100,000 to 200,000....... -735 -0.2% 393 23.6% 392 23.7% 25.0% 25.0%
200,000 and over.......... -109 (5) 457 27.4% 457 27.5% 28.4% 28.4%
Total, All Taxpayers....| -$7,416 -0.4% $1,665 100.0% $1,658 100.0% 21.5% 21.4%

Source: Joint Committee on Taxation
Detail may not add to total due to rounding.

(1) Includes increases in the standard deduction, 15%and 28% brackets, and EIC phaseout level for married couples and repeal of AMT limit
on refundable and nonrefundable personal credits. _

(2) The income concept used to place tax returns into income categories is adjusted gross income (AGI) plus: [1] tax-exempt
interest, [2] employer contributions for health plans and life insurance, [3] employer share of FICA tax, [4] worker's compensation,
[5] nontaxable social security benefits, [6] insurance value of Medicare benefits, [7] alternative minimum tax preference items, and
[8] excluded income of U.S. citizens living abroad. Categories are measured at 2000 levels.

(3) Federal taxes are equal to individual income tax (including the outlay portion of the EIC), employment tax (attributed to employees),
and excise taxes (attributed to consumers). Corporate income tax is not included due to uncertainty concerning the incidence of the tax.
Individuals who are dependents of other taxpayers and taxpayers with negative income are excluded from the analysis.
Does not include indirect effects.

(4) The effective tax rate is equal to Federal taxes described in footnote (3) divided by: income described in footnote (2) plus additional /
income attributable to the proposal.

(5) Less than 0.005%.
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DISTRIBUTIONAL EFFECTS OF A MODIFICATION TO THE CHAIRMAN'S MARK OF
THE "MARRIAGE TAX RELIEF ACT OF 2000" (1)
SCHEDULED FOR MARKUP BY THE COMMITTEE ON FINANCE ON MARCH 30, 2000

Calendar Year 2003
CHANGE IN FEDERAL TAXES (3) FEDERAL TAXES (3) Effective Tax Rate (4)
INCOME FEDERAL UNDER UNDER Present
CATEGORY (2) TAXES (3) PRESENT LAW PROPOSAL Law Proposal
Millions Percent Billions Percent Billions Percent Percent Percent
Less than $10,000........ -$19 -0.2% $7 0.4% $7 0.4% 9.3% 9.2%
10,000 to 20,000........ -276 -1.0% 27 1.5% 26 1.5% 7.4% 7.3%
20,000 to -932 -1.4% 65 3.6% 64 3.5% 12.4% 12.2%
30,000 to -1,223 -1.2% 100 5.5% 99 5.5% 16.0% 15.8% ,
40,000 to -1,205 -1.1% 111 6.1% 110 6.1% 17.4% 17.2% |
50,000 to 75,000........ -2,823 -0.9% 299 16.5% 296 16.5% 19.9% 19.8% |
75,000 to 100,000........ -3,905 -1.4% 270 14.9% 266 14.8% 22.4% 22.0%
100,000 to 200,000....... -3,928 -0.9% 441 24.3% 437 24.3% 25.1% 24.9% |
200,000 and over.......... -1,019 -0.2% 493 27.2% 492 27.4% 28.6% 28.6%
Total, All Taxpayers....| -$15,329 -0.8% $1,813 100.0% $1,798 100.0% 21.5% 21.4%

Source: Joint Committee on Taxation
Detail may not add to total due to rounding.

(1) Includes increases in the standard deduction, 15%and 28% brackets, and EIC phaseout level for married couples and repeal of AMT limit
on refundable and nonrefundable personal credits.
(2) The income concept used to place tax returns into income categories is adjusted gross income (AGI) plus: [1] tax-exempt
interest, [2] employer contributions for health plans and life insurance, [3] employer share of FICA tax, [4] worker's compensation,
[5] nontaxable social security benefits, {6] insurance value of Medicare benefits, {7] alternative minimum tax preference items, and
[8] excluded income of U.S. citizens living abroad. Categories are measured at 2000 levels.
(3) Federal taxes are equal to individual income tax (including the outlay portion of the EIC), employment tax (attributed to employees),
and excise taxes (attributed to consumers). Corporate income tax is not included due to uncertainty concerning the incidence of the tax.
Individuals who are dependents of other taxpayers and taxpayers with negative income are excluded from the analysis.
Does not include indirect effects.
(4) The effective tax rate is equal to Federal taxes described in footnote (3) divided by: income described in footnote (2) plus additional
income attributable to the proposal.
(5) Less than 0.005%.
Page 3 of 5



G jo ¢ abeyd
"%S00°0 uey) ssa1 ()
‘lesodoid ay) 0} 8jqelnquie awoosu)
jfeuonippe snid (g) sjoujo0} uj paquosep awodui :Aq papiAlp (g) 8)0uj00) Ul paquosep Saxe) [e18pa4 0} jenba si ajes xe} 8ARdaya 8y (p)
*S109YJa 108J1puUl 8pN[oUl Jou S30Q
sisAjeue ay) wouy papnjoxa ase awoou; eanebau yum s1afedxe) pue s1akedxe) 110 Jo sjuapuadep ale oym sfenpiaipu|
'X€} 3y} Jo aduapiaul ey Buusaauod Ajurepasun o) anp papnjoul jou S| Xe} 8wooui ajesodio) *(SI8WNSU0I O} PaINQUIE) SAXE) ISIOXS pue
‘(seakojdwa 0} pajnquye) xe} JuswAojdwa ‘(013 ays Jo uood Aepno ayy Buipniour) xe) awoou {enpiAipul 0} |enba ase saxe) |e1epa (g)
'S19A8] 0002 1& painseaw aJe sauobsje) ‘peosqe Buay suazio ‘g M Jo awodul papnjoxa [g]
pue ‘swa) aouasajaid xe} wnwiuiw aAewsye [/] ‘slijausq a1edipay Jo anjeA asueinsul [g) ‘siyauaq Aunoes [e100s s|qexejuou [g]
‘uonesuadwiod s exom [p] ‘xel vl Jo aseys sakojdwe [€] ‘@oueinsu 8y pue sueld yyeay 10) suonnquiuod 1afojdwa [2] “saseiul
dwaxa-xey [1] :snid (j9v) awoou ssoib pasnipe s sauobaje0 swoou; oju) suinjal xe} aoeyd o} pasn }dasuos awooul ay] (2)
"S}Ipa1d [euosiad 8|qepunjaiuou pue ajqepunjal uo
Wi 1INV Jo jeadas pue sejdnod paiuew 10j [oA3] Incaseyd |3 pue ‘S19981q %82 PUB%SG | ‘UCHONPBP PIEPUR)S BY) Ul SISEAIOUY sapnpdu| (1)

‘Butpunos o} anp |ej0} o} ppe jou Aew jejag
uojjexe] Uo ANJWIWIOD JUIOP :92IN0S

%t 1T %9°’Le %0004 2i81$ %0001 £68°L$ %l 1- c61'1Z$- ["siahdedxe] (v ‘eio)
%L°'8¢ %8°8¢ %S°Le SIS %€’ LS LIS %¥"0- 098°L- [ "**19A0 pue 000'002
%lve %1°S2 %9°v2 oy %lL've 89p %S}~ 808'9- | "000°002 01 000°001
%l’12 %c 2c %9V 1 vle %81 08¢ %0°¢- 699°G- 0000014 03 000'SL
%961 %861 %S9t 60€E %S9t cle %0’ L- voL'e- | “000'GZ ©1000'0S
%l L1 %E L %0'9 cit %09 15158 %lbL- €ee't- ""000'0S 01 000°0F
%l'St %6°S ) %V'S 10t %V’S cot %<’ - cee'- [ ""000°0 ©1000'0€
%tct % el %S°€ 99 %S’€ L9 %¥’ - SE6- “""000'0€ 01 00002
%L %EL %b'L e %bL e %0° }- tlc- "*"000'02 ©1 000°01
%56 %56 %0 8% %0 8$ %< 0- 61$- "TU000°01L$ uBy) ssa
juadldd jusdiad jusdiad suoljjig juadlad suol||g jusdlad SUOHINN
lesodoid meq TvSOdOHd MV LN3S3Hd (€) saxvi (2) AHOD3aLYD
juasald H3IANN H3aNN vd3aa3ad JINOONI
(v) a1ey xe) aanday3 () s3xvi 1vyaaad () saxvi vy3aad NI 3ONVHO
t00¢ 1e3 ) Jepuajer

0002 ‘o€ HOHVI NO 3ONVNI4 NO 33LLINWOD JHL AS dNXHVIN HO4 A31NAIHIS
(1) .000Z 40 LDV 431731 XV IOVIHHVW. THL
40 MUV S.NVIWHIVHO 3HL Ol NOILVII4IQOW V 40 S193443 TVYNOILNGIHLSIA




DISTRIBUTIONAL EFFECTS OF A MODIFICATION TO THE CHAIRMAN’S MARK OF
THE "MARRIAGE TAX RELIEF ACT OF 2000" (1)
SCHEDULED FOR MARKUP BY THE COMMITTEE ON FINANCE ON MARCH 30, 2000

Calendar Year 2005
CHANGE IN FEDERAL TAXES (3) FEDERAL TAXES (3) Effective Tax Rate (4)
INCOME FEDERAL UNDER UNDER Present
CATEGORY (2) TAXES (3) PRESENT LAW PROPOSAL Law Proposal
Millions Percent Billions Percent Billions Percent Percent Percent
Less than $10,000........ -$19 -0.2% $8 0.4% $8 0.4% 9.8% 9.8%
10,000 to 20,000........ -273 -1.0% 27 1.4% 27 1.4% 7.4% 7.4%
20,000 to 30,000........ -923 -1.4% 67 3.4% 66 3.4% 12.2% 12.0%
30,000 to 40,000... -1,292 -1.2% 105 5.3% 104 5.3% 15.9% 15.7%
40,000 to 50,000... -1,363 -1.1% 119 6.0% 118 6.0% 17.3% 17.1%
50,000 to 75,000........ -3,531 -1.1% 320 16.2% 317 16.2% 19.7% 19.5%
75,000 to 100,000........ -6,738 -2.3% 294 14.8% 287 14.7% 22.1% 21.6%
100,000 to 200,000....... -8,596 -1.7% 497 25.1% 489 25.0% 25.0% 24.6%
200,000 and over -2,266 -0.4% 543 27.4% 540 27.6% 28.9% 28.7%
Total, All Taxpayers....| -$25,001 <1.3% $1,980 100.0% $1,955 100.0% 21.6% 21.3%

Source: Joint Committee on Taxation
Detail may not add to total due to rounding.

(1) Includes increases in the standard deduction, 15%and 28% brackets, and EIC phaseout leve! for married couples and repeal of AMT limit
on refundable and nonrefundable personal credits.

(2) The income concept used to place tax returns into income categories is adjusted gross income (AGI) plus: [1] tax-exempt
interest, [2] employer contributions for health plans and life insurance, [3] employer share of FICA tax, [4] worker's compensation,
[5] nontaxable social security benefits, [6] insurance value of Medicare benefits, [7] alternative minimum tax preference items, and
(8] excluded income of U.S. citizens living abroad. Categories are measured at 2000 levels.

(3) Federal taxes are equal to individual income tax (including the outlay portion of the EIC), employment tax (attributed to employees),
and excise taxes (attributed to consumers). Corporate income tax is not included due to uncertainty concerning the incidence of the tax.
Individuals who are dependents of other taxpayers and taxpayers with negative income are excluded from the analysis.
Does not include indirect effects.

(4) The effective tax rate is equal to Federal taxes described in footnote (3) divided by: income described in footnote (2) plus additional
income attributable to the proposal.

(5) Less than 0.005%.
Page 50of 5
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COMPARISON OF FEDERAL TAX LIABILITIES UNDER PRESENT LAW AND UNDER A MODIFICATION TO THE CHAIRMAN’S MARK OF
THE "MARRIAGE TAX RELIEF ACT OF 2000,"
SCHEDULED FOR MARKUP BY THE COMMITTEE ON FINANCE ON MARCH 30, 2000,
FOR HYPOTHETICAL MARRIED COUPLES WITH TWO CHILDREN

Calendar Year 2001
Annual Income Taxes income Taxes Under Change in Percentage
Income : Under Marriage Tax Relief Income Reduction in
(Wages Only) Present Law Act of 2000 Taxes Income Taxes
$20,000....... et e sas e -$2,518 -$3,045 -$527 * 20.9% *
30,000 ..ot 215 -529 -744 346.0%
80,000 .....coovviiieeeiererre e 3,628 3,410 -218 ) 6.0%
75,000 ....coovviriieieanrinnnene ceerreterraeeeens 8,795 8,389 -406 4.6%
100,000 .......coviieeerrrrrenrcee e, 15,795 15,389 -406 2.6%
200,000 .......cocerrveurrrreennnne vterrerannenion 47,807 47,285 -522 1.1%
L 1
Joint Committee on Taxation :

NOTE: This table shows the effect of the "Marriage Tax Penalty Relief Act of 2000* in 2001. The elements of the proposal that are in effect in 2001 are:
(1) the doubling of the standard deduction for married couples filing a joint return to twice that for single filers; and (2) the increase of $2,500 in the
beginning point of the phaseout of the earned income credit ("EIC") for married couples filing a joint return. Each child is assumed to be eligible for

the child credit, subject to income limitations. Ali income is assumed to be wage income, and taxpayers are assumed to take the standard deduction.
For taxpayers that itemize their deductions, the reduction in taxes would be less than shown here.

* Denotes increase in refundable portion of the EIC.
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 jo 2 ebey

‘818 UMOYS

UBY) SS3| 8q p|nom saxe} uj uolonpal ay) ‘suoonpap syl aziwa)l ey} siakedxe} 104 "uononpap prepuels 2y} afe} 0} pawnsse aie s19fdedxe) pue
‘8wooul abem aq 0} pawnsse sj awooul |y “wnyas juiof e Buyy sajdnod pausew Joj (,013.) Pa1d awoous pauses ay) Jo Inoaseyd ayj 4o jutod Buiuuibaq
8y} ul 00S'2$ Jo aseasoul ay) (2) pue ‘siay a)buls Jo Jey) 8aim] 0} WNYBI Juiof e Buljly se|dnod paluew 10§ uoRONPap piepue}s ay) Jo 6uygnop sy (1)

-818 100g Ut 19943 ul ase jey) [esodoid ay) Jo sluswale 8yL “1O0Z U! 0002 JO 1DV JaliaY Ajeuad xe ) abeusep, ay) Jo 10aye ay smoys ajqe} siyl 310N

uoljexe| U0 83O IO

]
%0°1 22s- LEE'6Y £58°'6Y ™ 000°002
YA 90Y- €108l 6Lv'8L " 000001
O\OOum wOVI mpo-FP mpv.FF ----- sesssenss Saesarssssrsesssune #eecccecan sssven ooo-mN
*vo-v mFNI owN-m wmv-m ---------------------- Secsscssecace esssesena sevene ooonom
O\ONom QPNQ owN-N wmv-N ®eassesvessvsscessans sesvnnssas sassscescssesnncnn ooo-cm
°\°w- FN QFNWI owhw mmmw -------- #sesnnsvessea Sesesscansacens Ssessnsecse °°°.°N”
saxe}] auwoou| saxe] 0002 j0 oY meT juasaid (Ajup sabep)
ul uonoNpay awoouj jotay xe] abejuepy Jpun awoou|
abejuaaitad u) abueys 1apun saxe] auwioau| soxe] awoou| fenuuy
1002 1e3 ) tepuajen

N3HQTIHO ON H1IM S31dN0J Q3IHYVIN TVIILIHLOdAH HO4
‘0002 ‘0€ HOHVIW NO 3ONVNI4 NO 33LLINWOD THL A8 dNNHVIN HO4 a3Ina3aHds
«'000Z 40 LOV 431734 XV1 IDVIHHVIN. FHL

40 MUV S.NVIWHIVHO 3H1 OL NOLLVYOIJIGOW V H3ANN ANV MV LN3S3Hd HIANN SIILNIEVIT XYL TvH3a3d 40 NOSIHVYdWO0O



COMPARISON OF FEDERAL TAX LIABILITIES UNDER PRESENT LAW AND UNDER A MODIFICATION TO THE CHAIRMAN’S MARK OF
THE "MARRIAGE TAX RELIEF ACT OF 2000,"
SCHEDULED FOR MARKUP BY THE COMMITTEE ON FINANCE ON MARCH 30, 2000,
FOR HYPOTHETICAL MARRIED COUPLES WITH TWO CHILDREN

Calendar Year 2005
Annual Income Taxes income Taxes Under Change in Percentage
Income . Under Marriage Tax Relief Income Reduction in
(Wages Only) Present Law Act of 2000 Taxes Income Taxes
$20,000 ................. ereerreeena -$3,206 -$3,787 -$581 * 18.1% *
30,000 .....cooevrirrirreiriieens -765 -1,601 -836 * 109.3% *
50,000 ........c.couueeennneee.. rreeererrrr e ——— 3,335 3,080 -255 . 7.6%
75,000 ................ e 7,800 6,830 -970 12.4%
100,000 ........ooorvirreeeeeeeeeeeereerenn. 14,651 13,557 -1,094 7.5%
200,000 .......ieereeeereece e 45,424 43,925 -1,499 3.3%

Joint Committee on Taxation

NOTE: This table shows the effect of the "Marriage Tax Penalty Relief Act of 2000” in 2005. The elements of the proposal that are in effect in 2005 are:

(1) the doubling of the standard deduction for married couples filing a joint return to twice that for single filers; (2) the partial phasein of the expansion of

the size of the 15-percent and 28-percent regular income tax brackets for a married couple filing a joint return to twice the size of the corresponding rate bracket for an
unmarried individual; (3) the increase of $2,500 in the beginning point of the phaseout of the earned income credit ("EIC*) for married couples

filing a joint return; and (4) the permanent extension of the allowance of personal credits against the regular tax and the minimum tax.

Each child is assumed to be eligible for the child credit, subject to income and alternative minimum tax credit limitations.

All income is assumed to be wage income, and taxpayers are assumed to take the standard deduction. For taxpayers that itemize
their deductions, the reduction in taxes would be less than shown here.

* Denotes increase in refundable portion of the EIC.
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HATCH AMENDMENT TO ELIMINATE MARRIAGE PENALTIES
IN THE TAXATION OF SOCIAL SECURITY BENEFITS

Current Law: For computing the amount of Social Security benefits included in gross
income, there are two thresholds. The first threshold, which requires 50 percent of
benefits to be included in income, occurs at $25,000 for single filers but only $32,000
for joint filers. The second threshold, requiring 85 percent inclusion of Social Security
benefits, occurs at $34,000 for singles but only $44,000 for married couples filing a joint
return.

Reason For Change: Because the two thresholds for married couples filing a joint
return are less than twice the thresholds for single filers, egregious marriage penalties
can occur.

Amendment: The Hatch amendment would eliminate the marriage penalties for Social
Security benefits taxation by raising the thresholds for married couples filing joint
returns to levels that are twice those for single taxpayers. Thus, the thresholds for the
50 percent inclusion would be $25,000 for single filers and $50,000 for joint returns, and
the thresholds for the 85 percent inclusion would be $34,000 for single returns and
$68,000 for joint filers.

C:\wpdocs\EML Documents\Hearing Stmts and Questions\mpamendmentsmar00.wpd




HATCH-MACK AMENDMENT TO ELIMINATE
MARRIAGE PENALTY IN THE PHASEOUT
OF THE STUDENT LOAN INTEREST DEDUCTION

Current Law: The student loan interest deduction begins to be phased out for single
taxpayers with Adjusted Gross Income (AGI) over $40,000, and is fully phased out at
an AG! of $55,000. For joint returns, however, the threshold for the phaseout begins at
AGI of $60,000, with the deduction fully phased out at an AGI of $75,000.

Reason For Change: Current law creates a significant marriage penaity for many
couples where both partners are repaying student loans. For example, a recently-
graduated couple who individually make $40,000 would be allowed to each deduct
$2,000 in student loan interest if they filed as single taxpayers. However, if married,
filing a joint return, they would forfeit the entire $4,000 deduction because the income
threshold for joint returns is only $60,000 — less than double the threshold for single
filers.

Amendment: The Hatch-Mack amendment would increase the threshold for the
phaseout to $80,000 — double that of single taxpayers. The income phaseout range
would also be doubled (to $30,000) to prevent another marriage penalty from occurring.
Thus, the phaseout range for a joint return would be $80,000 to $110,000.

C:\wpdocs\EML Documents\Hearing Stmts and Questions\mpamendmentsmar00.wpd



Senator Phil Gramm
Amendment to further eliminate the marriage tax penalty

Present Law

An individual whose filing status is single will have the income between $25,750 and
$62,450 taxed at the rate of 28 percent. :

A married couple who file a joint return will have the income between $43,050 and
$104,050 taxed at the rate of 28 percent.

Proposed Amendment

The Chairman’s mark would increase the size of the 15 percent income tax bracket for
a married couple filing a joint return to twice the size of the corresponding rate bracket
for a single individual.

The proposed amendment provides for a similar increase in the size of the 28 percent
bracket, so that a married couple would pay a 28 percent rate on taxable income
between $51,500 and $124,900, double the income level at which the 28 percent rate
now applies to a single person.

Effective Date

The expansion of the 28 percent bracket would be phased-in over six years beginning
in 2002. This is the same timetable as proposed in the Chairman’s mark for expansion
of the 15 percent bracket.

Estimated Revenue Effect

The Joint Committee on Taxation has estimated that the first year cost of such a
proposal would be $200 million; a five year cost would be $3.8 billion; and an eight
year cost would be $8.4 billion.

After full phase-in, the annual cost is approximately $1.5 billion.



Amendment Offered by Senator Jeffords

An additional $500 increase in the beginning and ending points of
the Earned Income Tax Credit phase-out range for married
couples.

Explanation: The Chairman’s mark calls for a $2000
increase, for married couples, in the beginning and ending points
of the Earned Income Credit phase-out range. This amendment
would increase those points by an additional $500, for a total
increase of $2500.

There are substantial marriage penalties built into the
Earned Income Tax Credit (EITC). For taxpayers with children,
the EITC begins to phase out when income reaches $12,690.
This beginning point is the same for all taxpayers, regardless of
whether they are joint filers or unmarried individuals. When two
low-income workers marry, their combined income may exceed
the beginning point of the EITC phase-out range, resulting in
a smaller EITC. If they had remained single, the sum of their
individual earned income tax credits may well have been higher

than the EITC for which they are eligible as a married couple filing
jointly.

Example: In calendar year 2000, two unmarried taxpayers,
each with an income of $11,000 and one child, are both eligible
for an EITC of $2353, a total of $4706. If these taxpayers marry,
the couple’s combined income of $22,000 will be in the EITC
phase-out range, and as a married couple, they will be eligible for
a combined EITC of $1888. This represents a marriage penalty
of $2818. A $2500 increase in the beginning point of the EITC
phase-out range for married taxpayers would reduce this marriage
penalty by approximately $526.




MACK AMENDMENT No. 1
Amendment: Eliminate the marriage penalty in the D.C. First-Time Homebuyer tax credit.

|
Current law: First-time homebuyers of a principal residence in the District of Columbia receive a

tax credit of up to $5,000 (Code Section 1400C). This credit phases out for single filers with

AGI between $70,000 and $90,000. A marriage penalty is built into this provision, as the phase

out range for joint filers is less than twice what it is for single filers--the joint filer phase-out

range is $110,000 to $130,000. The credit sunsets at the end of 2001.

Proposal: The marriage penalty in this provision is eliminated, by increasing the joint filer phase-
out range to $140,000-$180,000, effective for taxable years beginning after December 31, 1999.
This proposal was included in the Taxpayer Refund Act of 1999 reported out of the Finance
Committee last year, and was in the vetoed Taxpayer Refund and Relief Act of 1999.

Score: Based on the revenue estimate for last year’s proposal, revenue loss should be about
$5 mitlion.



MACK AMENDMENT No. 2 (with Senator Hatch)
Amendment: Eliminate the marriage penalty in the Education IRA.

Current law: Individuals can contribute $500 annually to a designated beneficiary’s education
IRA (Code section 530). There is no tax on the earnings in this education [RA, provided that
distributions are used to pay qualified higher education expenses of the beneficiary. The
contribution amount is phased out for single filers with AGI between $95,000 and $110,000. A
marriage penalty is built into this provision, as the phase out range for the contributions of joint
filers is less than twice what it is for single filers--the joint filer phase-out range is $150,000 to
$160,000.

Proposal: The marriage penalty in this provision is eliminated, by increasing the phase out range
for the contributions of joint filers to $190,000-$220,000, effective for taxable years beginning
after December 31, 1999. This proposal was included in S.1134, the Affordable Education Act
0f 1999, as passed by the Senate earlier this month.

Score: The revenue estimate for the amendment to S.1134 was $7 million over 10 years. Since
that was based on a $2,000 annual contribution, the revenue loss due to this amendment should
be less than $2 million over 10 years, perhaps negligible.




MACK AMENDMENT No. 3
Amendment: Eliminate the marriage penalties in the Roth [RA provisions.

Current law: The phase-out range for the $2,000 maximum contribution to a Roth [RA has a
marriage penalty built into it, as the single filer phase-out is between AGI of $95,000 and
$110,000, but for joint filers is between $150,000 and $160,000.

Taxpayers may convert a traditional IRA to a Roth [RA, and pay tax on the accumulated
earnings. Conversions may only be done by taxpayers with an AGI of less than $100,000. As
the same AGI is used for single and joint filers’ conversions, this provision contains a significant
marriage penalty, and prevents many joint filers who are eligible for Roth IRAs from rolling over
their existing IRAs.

Proposal: The phase-out range for contributions to a Roth [RA by joint filers is increased so that
it is twice that for single filers. Effective for taxable years beginning after December 31, 1999,
the joint filer phase-out range will be $190,000-$220,000. For married taxpayers filing separate
returns, the phase-out range will be $95,000-$110,000.

The marriage penalty in conversions to a Roth [RA is eliminated by increasing the AGI
limit for joint filers to $200,000 for taxable years beginning after December 31, 2002. For
married taxpayers filing separate returns, the limit will be $100,000.

Score: The conversion provision, included in the vetoed Taxpayer Refund and Relief Act of -

1999, was estimated to raise $1.634 billion over 5 years and reduce taxes by $299 million over
10 years.




MACK AMENDMENT No. 4
Amendment: Eliminate the marriage penalty in traditional Individual Retirement Accounts.
Current law: The $2,000 maximum deductible contribution to an IRA, by active participants in
an employer-sponsored retirement plan, is reduced over a phase-out range for joint filers that is
less than twice the range for single filers. For example, for the 2000 tax year the single filer

phase-out range is $32,000 to $42,000, while it is only $52,000 to $62,000 for joint filers.

Proposal: The phase-out ranges for deductible contributions to IRAs by joint filers are increased

to be twice the ranges for single filers, effective for tax years beginning after December 31, 1999.

Thus, the phase out ranges will be: in 2000, $64,000-$84,000; in 2001, $66,000-$86,000; in
2002, $68,000-3$88,000; in 2003, $80,000-$100,000; in 2004, $90,000-$110,000; and in 2005-
and thereafter, $100,000-$120,000. The phase-out range for married taxpayers filing separately
shall be the same as that for single filers. This amendment does not change the phase-out range
for the contributions by a spouse who is not an active participant in an employer-sponsored
retirement plan. ‘

Score: Unknown.




DEMOCRATIC AMENDMENT NUMBER 1

Amendment in the nature of a substitute, as follows.

Optional Separate Filing. Allow married couples to file as two single filers on the
same return. Income, deductions, credits, exemptions and other tax attributes would be
allocated among the spouses as follows:

1. earned income to the taxpayer who earned it; unearned income to the
taxpayer owning the underlying property giving rise to the unearned income
(with such ownership considered 50-50 regarding joint tenancy property);

2. deductions proportionate to income;

3. deductions allowable by Section 151(b) (relating to personal exemptions for
taxpayer and spouse), one exemption allocated to each spouse;

4. credits proportionate to income;

5. regarding the Earned Income Credit (EIC), dependents would be allocated
proportionate to income (rounded to the nearest whole number). A total income

cap for EIC eligibility would be imposed at two times the maximum EIC phase-
out point;

6. eligibility for credits which require joint filing status would be satisfied
under this proposal,;

7. taxpayers would also be allowed to compute as if they were two single filers
for purposes of the alternative minimum tax.

Effective date: Tax years beginning after December 31, 2001.

The benefit of this amendment would be phased in according to the following schedule:
10% in 2002 and 2003, 20% in 2004, 25% in 2005, 30% in 2006, 40% in 2007, 50% in
2008, 70% in 2009, and 100% in 2010 and thereafter. For phase-in purposes, the benefit
would be the difference between a couple’s tax liability under current-law joint filing and the
couple’s liability when this amendment is fully phased-in.

The estimated cost of this amendment would be $151 billion over 10 years.



DEMOCRATIC AMENDMENT NUMBER 2
Amendment in the nature of a substitute, as follows.

Optional Separate Filing. Allow married couples to file as two single filers on the
same return. Income, deductions, credits, exemptions and other tax attributes would be
allocated among the spouses as follows:

1. earned income to the taxpayer who earned it; unearned income to the
taxpayer owning the underlying property giving rise to the unearned income
(with such ownership considered 50-50 regarding joint tenancy property);

2. deductions proportionate to income;

3. deductions allowable by Section 151(b) (relating to personal exemptions for
taxpayer and spouse), one exemption allocated to each spouse;

4. credits proportionate to income;

5. regarding the Earned Income Credit (EIC), dependents would be allocated
proportionate to income (rounded to the nearest whole number). A total income
cap for EIC eligibility would be imposed at two times the maximum EIC phase-
out point;

6. eligibility for credits which require joint filing status would be satisfied
under this proposal;

7. taxpayers would also be allowed to compute as if they were two single filers
for purposes of the alternative minimum tax.

Effective date: Tax years beginning after December 31, 2001.

The benefit of this amendment would be phased in according to the following schedule:
15% in 2002, 30% in 2003, 50% in 2004, 70% in 2005, 80% in 2006, 90% in 2007, and
100% in 2008 and thereafter. For phase-in purposes, the benefit would be the difference
between a couple’s tax liability under current-law joint filing and the couple’s liability when
this amendment is fully phased-in. The annual benefit would be phased out at joint adjusted
gross income between $100,000 and $150,000.

The total cost of this amendment is estimated at $150 billion over 10 years.




DEMOCRATIC AMENDMENT NUMBER 3

Second-earner credit and increase in the earned income credit.

a. Provide a credit of 3% of the second earner’s income, with a maximum credit of
$500.

b. Increase the beginning and ending points of the earned income credit phase-out

Amendment in the nature of a substitute, as follows.
‘range for couples by $4,500.

Effective date: Tax years beginning after December 31, 2001.

The total cost of this amendment is estimated at $117 billion over 10 years.



Rockefeller Retired Coalminers Amendment

Transfer General Revenue to Maintain Current Benefits under the Coal Act and Restore
Solvency to the Retired Miners’ Health Care Trust Fund (the Combined Benefit Fund).

a. ransfer $346 milli eneral revenue to the Combined Benefit Fund over
the next ten vea with specified annual transfe

b. Clarify a provision in the Coal Act related to the timing of the Social Security
Administration’s assignment of retired miners to the companies that employed
them and that had agreed to pay for their health benefits. This provision has no
revenue effects that may be scored.

Effective Date. Date of Enactment.
Cost: $346 million over ten years, as scored by the Office of Management and
Budget.

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2001-2010
49 47 46 45 43 42 41 40 40 39 346 million
Rationale: ’.

The Coal Act was passed as part of the Energy Policy Act of 1992. It now covers a
closed population of approximately 67,000 retired miners and their widows, average age, 77.
Without Congressional action this year, these retired miners and their widows -- who earned and
were explicitly promised lifetime health benefits by their former employers and the federal
government -- will have their health benefits cut. Currently, the Combined Benefit Fund is
projecting annual deficits of $40-50 million a year due to an inadequate inflation adjustor, and a
series of adverse court decisions.




Graham/Robb Amendment #1

Chairman’s Mark

The tax cuts proposed in the Chairman’s Mark go into effect without regard
to whether Congress and the Administration reach agreement on legislation
extending the solvency of either the Social Security or Medicare programs.

Graham Amendment

The Graham amendment would delay the effective date of the tax cuts in
the Chairman’s mark until after enactment of legislation that extends the solvency
of the Social Security trust fund through 2075 and the Medicare Part A program
through 2025.



Graham Amendment #2

Chairman’s Mark

The tax cuts proposed in the Chairman’s Mark become effective without
regard to whether or not the projected budget surpluses on which they are based
materialize.

Graham Amendment

The Graham amendment would require the Congressional Budget Office
to certify, in December 2000, that the cumulative on-budget surplus for the fiscal
years 2001 through 2005 is no less than $396 billion. If the on-budget surplus
falls below $396 billion, the tax cuts scheduled to become effective on January 1,
2001 would not go into effect. The certification required by this amendment is to
be made with reference to a baseline that reflects current law at the time the
certification is made.

The Graham amendment would require the Congressional Budget Office to
certify, in December 2001, that the cumulative on-budget surplus for the fiscal
years 2002 though 2006 is no less than $564 billion. If the on-budget surplus falls
below $564 billion, the tax cuts scheduled to become effective on January 1, 2002
would not go into effect. The certification required by this amendment is to be
made with reference to a baseline that reflects current law at the time the
certification is made.

Rationale

The amendment would ensure that the on-budget surpluses being used to
pay for the proposed tax cuts occur before the tax cuts are implemented.



