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. Adjusted gross income
. Determine standard deduction (16 percent of income

. Difference, line 1less line 2__________________________
. Multiply number of exemptions by $750_______________

Table 6.—Examples of Tax Computations Under Present Law and House Bill
Case 1.—Standard Deduction, Family of 4, $15,000 Income

Present law

but not less than $2,100 nor more than $2,800) and
subtract from income.___

Subtract line 4 from line 3. ________________
Look up tax in tax ‘table

. Compute general tax credit (greater of $35 times num-

ber of exemptions ; or 2 percent of line 5 but not more
than $180) b

Subtract line 7 from line 6 to get tax after credit_

-- $15, 000

2, 400

12, 600

3, 000

9, 600

15727

180

$1, 547

il,
2. Look up tax from new tax table__.___________________

House bill
Adjusted gross income______ $15, 000

1, 420

(The lower tax under the House bill reflects the in-
crease in the standard deduction.)

Case 2.—Itemized Deductions for Those on Tables, Fam ily of 4, $15,000 Income With $4,000 Itemized Deductions

NI pEVE

Present law

Adjusted gross income
Total itemized deduetions..—__________________________

Difference, line 1 less line 2____________________
Multiply number of exemptions by $750_______________

Subtract line 4 from line 3 ____________________

Look up tax in tax table.____________ _______________
Compute general tax credit (greater of $35 times num-
ber of exemptions; or 2 percent of line 5 but not more
than $180) __

Subtract line 7 from line 6 to get tax after credit-

- $15, 000

4, 000

160

$1, 215

SWM AWNR

House bill
. Adjusted gross income_______________________________ $15, 000
. Itemized deductions - 4,000
. Floor on itemized deductions 3, 000
Excess itemized deductions, line 2 less line3___________ 1, 000
Tax table income, line 1 less line 4_____________ 14, 000
. Tax after general tax credit from new tax table_______ $1, 215
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Table 7.—Impact of the Administration’s Proposed Flat Standard Deduction of $2,200 for Single Persons
and Heads of Household and $3,000 for Married Couples*

[1976 Income level]

Net Returns Returns Average

Adjusted gross decrease Percentage Cumulative with tax with Tax tax
income class in revenue distribu- percentage decrease tax increase increase increase
(millions) tion distribution (thousands) (thousands) (millions) (actual)

Under $5,000..__________ $477 11. 8 11. 8 7,200 2. £ . W SO W
$5,000 to 10,000 ________ 1,715 42. 5 54.3 16,842 . L. o _ SSNSETG .
$10,000 to 15,000 ______ 1, 355 33.6 87.9 11, 557 596 815 $25. 17
$15,000 to 20,000________ 322 8.0 95.9 5, 602 1, 094 64 58. 50
$20,000 and over________ 163 4.0 100. 0 3, 387 372 29 77. 96
Total_____________ 4, 032 10050 S 44, 588 2,063 108 52. 35

1 This proposal would cause an estimated 5,200,000 returns to switch to the standard deduction.



























