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FFY 06 Reconciliation Tax Cuts To Be Voted on This Month

The U.S. House and Senate remain in conference to work out the differences between their competing

FFY 06' tax reconciliation bills. It is anticipated that the conference agreement will be released and voted
upon this month.

e The tax reconciliation conference agreement is likely to include an extension of the capital
gains and dividends tax cut, even though this provision is not set to expire until 2008.
Households with incomes of more than §1 million per year receive 45% of the benefit from the capital gains
and dividends tax cut.

e The total cost of the tax reconciliation package will likely be at least $70 billion (although
total tax cuts on the table, both within and outside reconciliation, total nearly $100 billion)
and will primarily benefit high income earners.”

e Since these tax cuts exceed the deep spending cuts in the FFY 06 reconciliation spending bill, the
total reconciliation package will actually zcrease the federal deficit by a minimum of $30 billion over
five years.

The President Calls for Additional Tax Cuts for FFY 07

The President’s proposed FFY 07 budget calls for making permanent most of the tax cuts enacted since
2001. The benefits of such a proposal would be highly skewed to the highest income taxpayers: 20% of the
benefits would go to the top 0.3% of the population - households with income of more than $1 million.’

Even after the deep cuts in spending proposed by the President, his tax proposals would further increase the
federal deficit.

The President Proposes a Rule Change that Would Hide Revenue Losses that Result from Tax
Cuts

A new rule change proposed by the President would skew future revenue projections and hide the $1.6
trillion cost of the 2001 and 2003 tax cuts over the next ten years. The rule change would require that all
budget baseline projections assume that the 2001 and 2003 tax cuts are permanent even though they are set
to expire in 2010. If this rule is enacted and the tax cuts are assumed permanent even though they have not
been made permanent, future budget projects will show that the tax cuts have #o cost.*

! Federal fiscal year 2006 runs from October 1, 2005 through September 30, 2006.

2 For more information on the income-earners that benefit from the vatious reconciliation tax proposals, please see: Where’s the
Relief? A Summary of HR. 4297: The Tax Relief Extension Reconciliation Act of 2005, CT Voices for Children, available at:
http://www.ctkidslink.org/pub_detail 266.html

3 Aron-Dine, Aviva and Friedman, Joel, The Skewed Benefits of the Tax Cuts, 2007-2016, The Center on Budget and Policy

Priorities, February 23, 2006.

* Friedman, Joel and Greenstein, Robert, Administration Proposals to Hide Tax-Cut Costs, The Center on Budget and Policy Priorities,
February 14, 2006. 'This paper also mentions a second tax rule proposal in the President’s budget that, if enacted, could comprise
the validity of future tax policy analyses.
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